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WHAT'S AHEAD FOR. THE TRANSIT 
INDUSTRY? 


By Ernest R. Abrams 


« » 


A Step into the: Dark 
By Herbert Corey 


« » 


The Streamlining Problem of Transit’s 
Public Relations 


By Ross Schram 








Greetings to the American Transit Association 
Convention, Toronto, Ontario, 


October 2-6 
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Boost the New HALE X mod 


and you boost load 























Lido Electric Table Model 
Chrome trim, 6-8-12 cup, with 
Anyheet Control $9.95. 


Delray Electric Table Model 
6-8 cup, black trim, $4.95; with 
Anyheet Control $5.95. Red 


Pinehurst Electric Model 6-8. 
10 cup, Chrome trim with Any- 
heet Control $6.95. 


trim slightly higher. 


There is a beautiful new Silex 
Glass Coffee Maker for every 
pocketbook .. . each with great 
new sales features. Attractively 
priced, all new models have the 
sensational upper bowl handle 
which offers new convenience.. 

in seating and removing upper 
bowl. Electric Models $5.95 and 
up are equipped with the famous 
Anyheet Control. This feature is 
a steady load builder because it 


adds as much as 30 minute 
warming time to the usual | 
minute brewing period. 


These great new features .. 
combined with the better coffe 
which Silex brews... make t 
Silex Glass Coffee Makers quic 
sellers, and great load-builder 
So here is your opportunity 

benefit in two ways. Get behin 
Silex for each one sold mea 
continuous profits for you. 


ie X 


THE SILEX CO., DEPT. P, HARTFORD, CONN. 
Brewing Completed Without Removing Glass from Stove 
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VARNISHED 
CAMBRIC 
CABLES 


TE V.C. 


OKONITE Varnished Cambric Insu- 


lated Cables are of the same excel- 








lent quality that has distinguished 
OKONITE Rubber Insulated 


Cables for over half a century. 








THE OKONITE COMPANY 
PASSAIC, NEW JERSEY 


OKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 
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HE fall season for national association con- 

ventions relating to public utility industries 
is already in full swing. A few days after 
the date of this issue of the ForTNIGHTLY the 
American Transit Association opens its an- 
nual meeting at Toronto, Ontario, October 
2nd to 6th, 


NExT comes the annual convention of the 
American Gas Association at Atlantic City, 
N. J., October 10th to 13th. Later still comes 
the convention of the United States Independ- 
ent Telephone Association at Chicago, IIl., 
October 18th to 21st. To all three, may 
we express best wishes for happy and profit- 
able reunions. But inasmuch as we still have 
a chance to greet the gas and telephone men 
in our next issue, we will stress herein our 
editorial good will for the transit industry. 
Long may its wheels go round. 


bd 


W: believe the street car and bus men 
will really find material of special inter- 
est to them in these pages. First of all, there 
is a comprehensive survey of what is ahead 
for the transit industry by that well-known 


ERNEST R. ABRAMS 


Financially, the future of the mass transporta- 
tion business depends upon a combination 
of “tfs.” 

(SEE Pace 419) 

SEPT. 29, 1938 


ROSS SCHRAM 


A “peddler” looks at the transit industry and 
suspects—hardening of the arteries. 


(SEE Pace 439) 


political New York analyst, Ernest R. 
ABRAMS, who is now serving as editorial util- 
ity consultant on our esteemed contemporary, 
The Financial Reporter. Mr. ABRAMS will also 
be readily recalled for his former contribu- 
tions in the FORTNIGHTLY. 


¥ 


NOTHER article dealing with the transit in- 
A dustry is written from what we believe 
is a new approach. And, incidentally, it is writ- 
ten by a newcomer to these pages, Ross 


ScuraM. Mr. Scuram was born in Battle 
Creek, Mich., and after training and experi- 
ence as a newspaper man in Detroit, became 
secretary to the then mayor of Detroit, James 
Couzens. Shifting to the city’s department of 
street railways, he rose to the position of gen- 
eral manager, which he held until June, 
1925. Since then Mr. Scuram has served as 
an executive of a gas coach and trolley coach 
equipment manufacturing company selling the 
entire 48 states and for that reason he is neces- 
sarily familiar with the urban transit person- 
nel. He modestly refers to himself as a “ped- 
dler” and thinks that the transit industry might 
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What 5 back of 
COLLIER’S SERVICE ? 


sixth . . 
STANBOLMIY. 


It's a long road that has no turning, but that 
best describes the way Barron Collier has 
guided Car Advertising straight down the 
road to volume sales for the advertiser and 
sustained revenue for your spaces. The 
long road still lies before us, straighter and 
more shining than ever before, presaging 
increased volume for the advertiser and 
more income for you. 


BARRON G. COLLIER, Inc. 


745 FIFTH AVENUE, NEW YORK 





8 PAGES WITH THE EDITORS (Continued) 


be interested in a “peddler’s” viewpoint. We 
think so too. 


¥ 


I" is noteworthy that both of these authors 
prescribe the encouragement of off-peak 
traffic to help troubled transit revenues. We 
understand considerable enterprise has been 
shown already along these lines here as well 
as abroad. Following a recent notice in the 
ForTNIGHTLY of a French moonlight excur- 
sion train with radio entertainment for young 
Parisians with a fondness for dancing, we 
learned from the Baltimore Sun that the Bal- 
timore Transit Company has been operating 
6-hour excursion rides during the warm 
evenings. 


But we warmed instinctively to the experi- 
ment of the Public Service Company of New 
Jersey with its “mystery ride” busses. Every 
Friday evening, it seems, busses leave down- 
town terminals of principal Jersey cities for 
pleasure trips to parts unknown. The whole 
business has been laid by the mischievous New 
Yorker at the door of Erwin H. Kull, general 
passenger agent of Public Service Codrdinated 
Transport. We were surprised to learn that 
these dark doings have been going on for 
over a year. We liked especially the New 
Yorker's description of these mysterious trips 
to unknown destinations (usually about 30 
miles away) : 


“A sizable dance pavilion is always chosen 
as the specific destination and the passengers 
are allowed a little time to get their bearings 
and knock over a few beers. People of all 
ages go, including lots of unattached boys 
and girls who form attachments during the 
trip. ‘I suppose the element of mystery is a 
contributing factor,’ Mr. Kull remarked. The 
total number of passengers last summer and 
this, from all five points of departure, has 
been more than 7,700. The biggest trip was 
last Halloween, when 37 busses left Newark, 
taking 1,069 merrymakers to (sh-h-h) Lake 
Hopatcong. 

“By the time we had finished our chat 
with Mr. Kull it was nearly eight o’clock. 
We paid a dollar for our round-trip ticket 
(one-half was marked ‘Newark to Mystery 
Bus Ride,’ the other ‘Mystery Bus Ride to 
Newark’) and were off. Everybody got free 
kazoos and song sheets, and we all sang like 
anything. There was no appreciable tension 
among the passengers as we neared our des- 
tination, which turned out to be the Rustic 
Cabin, near Englewood Cliffs. The Rustic 
Cabin offered drink, dancing, and a floor 
show, all of which we enjoyed very much. It 
was while we were having a quick beer at 
the bar that we fell into conversation with 
a Mr. Wentzel, or Wurtzel, and asked him 
his reason for going on a Mystery Ride. 
‘In Joisey, what could you lose?’ he said.” 


¥ 


am who are interested in the future of 
the transit industry will also find food for 
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HERBERT COREY 


Do we now have social security or a disguised 
old-age lottery? 


(SEE Pace 430) 


thought (if not a modicum of indignation) in 
a compressed report of two recent articles in 
Public Management magazine by Dr. John 
Bauer, which appears in the review depart- 
ment of this issue (page 461). Dr. Bauer, like 
Mayor LaGuardia of New York city, thinks 
that the electric trolley is as dead as “sail 
ships,” and he suggests that the average Amer- 
ican city embark now on a program for sys- 
tematic “liquidation” of its traction service 
with a corresponding plan for changing over 
into more mobile bus service. 


¥ 


o> frequent contributor, HERBERT Corey, 
former war correspondent, and well- 
known Washington author, is responsible for 
another feature articleentitled “A Step into the 
Dark,” which begins on page 430. Aside from 
its own obvious merits, Mr. Corey’s article 
will remind the transit men that they cannot 
have the entire issue to themselves. And, in- 
cidentally, our readers of the gas industry 
should make a note on their calendars to read 
our next issue. There will be considerable ma- 
terial of special interest for them. Just now, 
we'll keep the details as a surprise—a “mys- 
tery” issue, so to speak. 


¥ 


i* PORTANT decisions preprinted from Public 
Utilities Reports may be found in the back 
of this issue. 


THE next number of this magazine will be 
out October 13th. 


Ic Odléltms 
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Build Profits—Not Costs 


iH ETTER Business is here! 


STEEL Advances” .. . “Stock Market 
Gains” . . . “Factory Employment and 
Payrolls Increase” . . . “Half a Billion 
loaned to Business June and July”... 
“Electric Consumption Up”... are but a 
few of the many indicators pointing to- 
ward rapid recovery. 


ALREADY many Public Utility Com- 
panies have felt the results of this up- 
ward trend—and have taken steps to capi- 
lalize on it. For them, profits at no in- 
creased cost are practically assured. 


Remincton Rand’s many new develop- 
ments can help you, too, to keep your 
“Costs curve” down while your sales curve 
goes up! Whatever your present billing 
procedure, Remington Rand Billing equip- 
ment can assure you increased speed, 
greater accuracy—and save you money! 


Wuy not judge for yourself the truth of 
our claims. A free analysis of your present 
billing department requirements entails no 
obligation. Call or write 
Remington Rand office. 


the nearest 


Remington Rand Inc. 


Buffalo, N. Y. 
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ETER TRAY IN COUPE PERMITS 
RAPID COVERAGE OF SERVICE CALLS 





ACCOMMODATES 
GAS OR 
ELECTRIC 
METERS 
AS SPECIFIED 


For emergency meter service, the installation of the 4426 
Universal Meter Installation Tray in a standard coupe deck 
is recommended. The car can be used for sales calls or trips 
at any time since the outside appearance does not disclose 
it to be a service unit. The tray is 33% inches wide by 59 
inches long and is 10 inches deep. It slides on tracks and 
latches automatically into its open or closed position. Ad- 
justable and telescoping partitions increase its adaptability. 


largest Exclusive Manufacturer of Standard Utilities Equipment for Motor Vehicles 


asia 
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Member, Social Security Board. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MOoNnNTAIGNE 





“The most annoying problem of the present day is that 
of unionization.” 


¥ 


“It is my opinion that telephone companies are not 
informing the public enough about their business.” 


¥ 


“The power trusts don’t want the government to gen- 
erate hydroelectric power because it would show them 
” 


up. 
* 


“A soundly managed, conservatively financed, and eco- 
nomically operated public utility is a stable, peaceful 
business.” 


¥ 


“|. the history of civilization has demonstrated that 
most cruel and oppressive of all dictatorships have been 
those of judicial bodies.” 


¥ 


“Our relations with Canada are growing more cordial 
every day. We now agree to defend our good neighbor 
from foreign foes and from American electric light com- 
panies.”’ 


¥ 


“... this country could not have risen to the outstand- 
ing place which it occupies among the nations of the 
world without those advantages and elements of strength 
that have come to it from a great steel industry.” 


¥ 


... the [75th] Congress, striving to carry out the 
platform on which most of them were elected, achieved 
more for the future good of the country than any Con- 
gress between the end of the World War and the spring 
of 1933.” 


“ 


¥ 


“It is probably safe to say that the Social Security Act 
brings the Federal government more directly in touch 
with a larger proportion of the people of the United 
States than any piece of legislation enacted before or 
since.” 
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Burroughs 
ELECTRIC DUPLEX CALCULATOR 


DOES THE 
COMPLETE JOB 


IN A SINGLE 
HANDLING OF THE 
FIGURES 


This new Burroughs Electric Duplex Calculator— { N D ! V ! D U A L 


complete with direct subtraction and two sets of T re) T A L 
accumulating dials—saves needless steps in han- 
dling any accounting job. There isnosecond han- 
dling of the figures—no time or effort wasted. The 
two following examples illustrate typical savings: IN LOWER DIALS 


INVOICING PAYROLLS = 


It br pa extensions and Computes the gross pay of each Any amount in lower dials 
accumulates the results into a employee; totals various deduc- 
grand total; computes the dis- akuae sao at a touch of the may be added to, or sub- 
count; and, at a touch of the i : k * Deracts. this total tracted from, the amount 
minus key, subtracts this dis- penpeag tas hos gone xitias ; A : 
count from the gross to give the from the gross to give the net pay in upper dials by touching 
net result... all in one handling . .. all in one handling of the the plus key or minus key 
of the figures. figures. 


or the Result of a 
Single Calculation 


Other calculating jobs can be handled with equal % 


speed and simplicity. For a demonstration—or $f e7°¥:\ \ lpm ceoky-\ i 


full i ion— ‘ 
ull information—call the local Burroughs office ae 


BURROUGHS ADDING MACHINE COMPANY 
6936 SECOND BOULEVARD, DETROIT, MICHIGAN IN UPPER DIALS 
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WENDELL L. WILLKIE 
President, The Commonwealth & 
Southern Corporation. 


Cuar_es S. Porrirr 
Member, Michigan Public Utilities 
Commission, 


Finty H. Gray 


U.S. Representative from Indiana. 


Cart D. THompson 
Director, Public Ownership 
League of America. 


A. G. Davipson 
Commercial and Sales Supervisor, 
Southwest Telephone Co. 


EpirortaL STATEMENT 
Lansing (Mich.) State Journal. 


Wi.iaM E, Borau 
U. S. Senator from Idaho. 


IEE Ls, 29> .AIO8 


“We have in the past and we expect to continue in the 
future to do all that we legitimately and frankly can to 
prevent the destruction of these [utility] properties by 
government to which last year we paid over $19,000,000 
in taxes.” 


¥ 


‘.. . it becomes necessary, upon occasion, for the com- 
mission to take a firm stand in some matters, but we be- 
lieve the [telephone] industry respects us for being 
actuated by a desire to accomplish the greatest good for 
the greatest number.” 


‘ 


¥ 


“This combination of public ownership and coéperative 
operations leaves electric service in both city and country 
free from the charges added to the cost of electricity to 
make dividends on watered stock and speculating utility 
investments and brings electricity to the people at the 
lowest cost consistent with economical and efficient op- 
erations.” 


¥ 


“The public power movement of America wants every 
home, every man, woman, and child in America to enjoy 
air conditioning. Private power companies cannot sce 
how this can possibly be done. Frankly, it cannot be done 
by men and corporations wedded to the idea that only 
through a scarcity economy and resulting high rates can 
a great industry succeed.” 


¥ 


“We now have a higher standard of living in the rural 
territories than at any time in the past. We have a sub- 
stantially greater farm income as compared with that of 
thirty years ago, and a higher average type of farm per- 
sonnel. Yet despite these improved conditions, the in- 
dustry [telephone] has less rural telephone service than 
it had twenty years ago.” 


¥ 


“Tf the railroads of the nation should cease operat:ons 
for one month, every man, woman, and child in the nation 
would beseech them with tears to begin again. If we all 
junked our cars and turned all the highways over to 
trucking, the national transportation need could not be 
met, but the American public stubbornly refuses to re- 
gard the railroad problem as important.” 


¥ 


“Business in this country can pay that wage which 
will protect the workers sufficiently to maintain them in 
their health and in their well-being, and if they refuse to 
pay such a wage, I say that the Congress of the United 
States has ample power under the commerce clause of 
the Constitution to fix a minimum wage, just as the state 
has the power to fix a minimum wage for intrastate 
business.” 
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@ 1938 A.T.A. CONVENTION @ 


canst 


TORONTO ® OCTOBERZ2to& ® 


Tunes Its Thinking 
To the Times .. . 


HAT’S the theme of the 

1938 American Transit As- 
sociation convention — to be 
held at the Royal York Hotel, 
Toronto, Ontario, October 2 to 
6. 

In executive sessions de- 
voted to labor arbitration, 
legislative trends, and public 
relations activities — transit 
company officials will keep up 
to date on the newest develop- 
ments in these vital subjects. 


In a wide variety of 
“Business Clinics,” open fo- 
rums and committee meetings, 
transit company operating 
and maintenance men _ will 
check up on what is new in 
their respective fields, and 
garner many a money-saving 
and money-making idea to 
take home with them. 

And, after hours, delegates 
will discover a full measure of 
entertainment in the British 
manner, provided with the co- 
operation of the Canadian 
members of the A.T.A. 

This, the 57th annual con- 
vention of the Association, 
and the first ever to be held 


across the _ international 
boundary line, offers an un- 
paralleled opportunity for 
every transit executive to 
keep himself in tune with the 
times on every phase of the 
city transportation business. 

For further particulars and 
full program details, drop a 
line to Guy C. Hecker, Gen- 
eral Secretary, American Tran- 
sit Association. 





Note To Executives 


Over 75 per cent of the 
transit industry — as mea- 
sured by volume of busi- 
ness—holds membership in 
the American Transit Asso- 
ciation. (47 new member 
companies have joined in 
the past 18 months.) 

If perchance your own 
company is not a member, 
you are overlooking an op- 
portunity to operate your 
property more efficiently 
through the use of A.T.A. 
services. 

Full information on the 
privileges and cost of mem- 
bership may be obtained by 
writing Guy C. Hecker, 
General Secretary. 











American Transit Association 
292 Madison Avenue, New York, N. Y. 
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Whether You Buy A Tankful Of Gasolene Or 
A Carload Of Oil—You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 


THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation ... production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. 


CITIES SERVICE [imal Serves A Nation! 
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HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Engineering Company, Lid. 
ontre 


ERECTORS OF TRANSMISSION LINES 
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THOUSANDS OF DOL 


Which typewriter does best work? At lowest cost? Three 
} feet of space— and a Royal— provided the answer! 


i RE’S ONL AY TO BUY F Give IT 


office! Today, thousands—everywhere—are 
THE DESK TEST has 
proved the worth 


@ You want lower typing costs—and bet- 
ter looking letters! You want a typewriter changing to Royal. 
that is faster, easier to use—and more dur- _ proved its superiority ... 
able! Let the DESK TEST show you why the _ of each and every Royal improvement! Why 
Easy-Writing Royal is the typewriter for your not investigate? There is no obligation! 
*THE DESK TEST is a fact-finding trial. 

It costs nothing, proves everything. Phone 


your Royal representative for complete 
information, or use the coupon below. 


WORLD’S NUMBER 1 
TYPEWRITER 


World’s largest company devoted eaclusively to the 
manufacture of typewriters. Factory: Hartford, Conn. 





GET A 10-DAY DESK TEST FREE! 


Royal Typewriter Company, Inc. N 
ame 
Department WPU-9298 
2 Park Avenue, New York City. Firm Name 
Please deliver an Easy-Writing ae 
te my ome for a 10-day $K Street 


rstand that this will be 
be without wablipation to me. City State 
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NE Eee Fy 


sCRESCENT 


IVE ADE 


These Splendid 


Examples of 


CRESCENT 


Manufacture 
were 


Made from Start to Finish in the CRESCENT Plan 


The careful supervision given to the CONTROL CABLE 
manufacture of Crescent Wire and DROP CABLE 

le f terial to finished 
Cable from raw ma LEAD COVERED CABLE 
product is only one reason why these MAGNET WIRE 
products are of a uniformly high PARKWAY CABLE 
quality. Engineering skill of a high order RUBBER POWER CABLE 
has been devoted for many years to SERVICE ENTRANCE 
the improvement of the processes of CABLE 
production, and applying those im- SIGNAL CABLE 


provements to CRESCENT products so gama 


that they last longer and perform bet- WEATHERPROOF WIRE 
ter on even the toughest assignments. 














CRESCEN?7) All types of Building Wire and all 
kinds of Special Cables to meet 

INSULATED WIRE (s & CABLE CO. INC A.S.T.M., A.R.A., 1.P.C.E.A., N.E.M.A. 
TRENTON, J NEW JERSEY and all Railroad, Government and 


Utility Companies’ Specifications. 
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ILEY PULVERIZERS 


in Central Stations 





ant after plant in the Public Utility industry has swung to Riley 
uverizers ... definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . .. Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. ... Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co, 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. LouIs CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 
COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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Al ACCT’S RECEIVABLE 


y 
SERVICE BILLING | 


ARREARS BILLING | 


REVENUE ANALYSIS 


Closer Control 
with this All - around Accounting Method 


In meeting today's demand for greater dependability and speed, the 
International Electric Bookkeeping and Accounting Method is proving 
ideal for all phases of public utility accounting work. 


By this modern method, entries are made as the transactions occur. 
These entries are classified and reclassified mechanically, as often as 
necessary. No additional handling, posting or writing are required. 


At the close of each accounting period, operating reports are pre- 
pared automatically. Special reports and analyses are also produced 
from the same media with accuracy and great speed. 


International Electric Bookkeeping and Accounting Machines will also 
prepare your Payroll, Pay Checks, Statements to Employees, Earnings 
Records, Federal O.A.B. Reports, and State Unemployment Compen- 
sation Reports. 


There is an International representative in your vicinity who will be 
pleased to give you complete information. Call him today. No 
obligation. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


WORLD HEADQUARTERS BUILDING CuiME? BRANCH OFFICES IN 
590 MADISON AVE., NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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THESE STANDARDS 


OF ACCURACY 


The American and New England 
Water Works Associations’ 
Standard Specifications for 5" 
cold water meters allow a range 
of 4°, in accuracy within "nor- 
mal test flow limits," these test 
flows being from a minimum of 
one gallon to a maximum of 
twenty gallons a minute. The 
"minimum test flow" of !/, gal- 
lon a minute demands an ac- 
curacy of 90% or better. 





The Neptune Meter Company's 
Standard Specifications for the 
5"' standard Trident Meters al- 
low a range of 2.2% in ac- 
curacy within ‘normal test flow 
limits," these test flows being 
from a minimum of one gallon 
to a maximum of twenty gallons 
a minute. The test flow of !/, 
gallon a minute demands an ac- 
curacy of 95% or better. The 
“minimum test flow" of V/s 
gallon a minute demands an 
accuracy of 90% or better. 





One result of the precision 
manufacture of 


SPLIT CASE 


Note the figures here given 

apply to both Split Case 

and Frost Proof Trident 
Water Meter 


Trident 


water meters 


Neptune Meter Company, 50 West 50th St. 
(Rockefeller Center), New York City; Neptune 
Meters, Ltd., 345 Sorauren Ave., Toronto, Canada, 
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52,332 MILES 
TO THE TOP OF PIKES PEA 


Chevrolet 1'/2-Ton Model, in Longest 

Truck Test Ever Observed by the 

A.A.A., Again Proves Its Economy, 
Stamina, and Reliability. 





There’s a thrilling story in the achievements of a standard Chev- 
rolet 1%4-ton truck on its officially observed test run, touching 
every state of the union, plus Canada and Mexico, covering 
53,825 miles—equivalent to twice around the world—in 70 davs’ 
running time. 

But truck buyers want facts, not thrills—so look at the figures 
officially certified by the Contest Board of the American Automo- 
bile Association (Sanction No. 3562). 


Chevrolet Long-Distance »afety and Dependability Truck Run 
DETROIT, OTTAWA, MEXICO CITY, MIAMI, SAN FRANCISCO 
NEW YORK, SEATTLE, PIKES PEAK, DETROIT 


Start, Detroit, January 11, 1938. Finish, Detroit, July 5, 1938. Total test miles, 53,825. 
Net running time, 1660 hrs., 55 min. Average speed, 32.41 m.p.h. Gross weight, 9260 lb. 
Miles per gallon, 15.37. Ton miles per gallon (gross weight), 71.16. Gasoline cost per mile 
(at 20.1¢ per gallon average), $.01312. Gasoline cost per ton mile, $.00283. Miles per 
quart of oil consumed, 1320. Total lubrication cost, $43.38. Mechanical work, periodical 
inspections, and replacements (including six tires and tubes at $150.00), $204.98. Total 
cost (gasoline, oil, lubrication, replacements, including tires), $994.01. Total cost per mile, 
$.01847. Total cost per ton mile (gross weight), $.00399. Miles on original set of tires before 
replacement, 32,936.8. Water added to radiator, 11 qts., 134 pts. Time of test run with 
full load to summit of Pikes Peak, after 52,319.7 miles of test driving, 61 min., 41-2/5 sec. 
for the recognized 121%-mile Pikes Peak Highway Race Course. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, 
DETROIT, MICHIGAN 


are 
CHEVROLET TRUCK 


“THE THRIFT-CARRIERS FOR THE NATION 
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A time- and money-saver on all types of 
hammer work—driving, cutting, digging, 
drilling, breaking, etc.—BARCO Portable 
Gasoline Hammers are reducing hammer 
costs for public utility corporations every- 
where. No job is too tough . . . no location 
too inaccessible . . . for this versatile, 
powerful tool. May we send details on its 
year ‘round Economy Dividend possi- 
bilities? 





BARCO MANUFACTURING co. 


“he 
"- ae aus 
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INTHE LIGHTING FIELD 
Guth Developments Lead All 


Lighting developments by GU 
have increased the tempo 9 
"Better Light — Better Sight! ii 
Lighting departments of powelNammm 
companies specify this leadindlmal 
line with justifiable confidence 
SUPER-ILLUMINATOR, YOR 
ZEPHYR, etc. are nationally 
known indirect luminaires. A re 
cent indirect lighting develop 
ment by GUTH is OPTILUX, an 
enclosed unit that cuts mainte- 
nance costs and increases op- 
erating efficiency by 15% to 
20%. New store lighting de- 

Above: “Direct-Indirect’’ lumi- = velopments ore igerynt kerb 

naire for store lighting. Similar A - and EXCELUX—"'light-blasters" 

design is also available for in- $48 le ~ ° 

direct, type. lighting. With | gen- for merchandise displays. For 

Above: ‘Magiclite’ for store industry, ALZAK ALUMINUM 


lighting, features the amazing new 


LOUVRE LENS. Brings richness, reflectors produce as much as 
color, “snap’’ into merchandise 


displays. 30%, more light—and "whiter" 
light. 





To left: New ALZAK aluminum 
industrial reflector. With proper 
spacing, delivers 30% more light 


--also a “whiter” light. ALZAK Write for catalog No. 34 and the 
is tough—does not chip, break, 


or peel. new EXCELUX broadside. 


The 
JIEDWIN F. 














IBY © [L-Wa \ 


2615 WASHINGTON BLVD. ye OLS ee LOR 
Progressive Development in the Lighting Ant Since 1902 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





tember 29, 1938 


Public Utilities Fortnightly 27 





ie 


nother chance to tie up with this 


potent builder of new lighting cus- 
tomers! Another opportunity to 
sell more current by showing the 
merchants and property-owners in 
your territory the advantages of 
modern, business-building store 
front lighting and design. 


The Pittco Store Front Caravan, 
with twelve scale models of modern, 
properly illuminated store fronts, is 
going to cover the entire country 
again. If it visited your territory on 
its first trip, youll know how help- 
fui it was to you in educating your 
prospects to a better appreciation 
of adequate store front illumination. 


he PITTCO STORE FRONT CARAVAN 
R eturcns! 


This time, the Caravan will cover 
your territory more broadly than 
before. Having presented its store 
front exhibit in all the metropoli- 
tan areas on its previous tour, it 
will this time present showings of 
its scale models in the more 
important smaller communities 
throughout your territory . . . giv- 
ing every merchant and every 
property owner a chance to see it. 


Watch for the return of the Pittco 
Caravan ... and tie up with it in 
your sales efforts. Your nearest 
Pittsburgh Plate Glass Co. branch 
can give you specific information 
as to when it will revisit you. 


PITTSBURGH, 
PLATE GLASS COMPANY 
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AERITE 
f GABLES 


om 


W9909.1910, 1911 
\ : 
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3258 


OOK OVER THIS GROUP of fine new “Eveready” on-the-job flash- 
lights, specially designed to meet the special needs of oil men 
and electricians. 


The new WATERPROOF Flashlights, 3354 and 3254, are completely 
covered, switch-and-all, with a soft rubber sleeve. Unbreakable 
lenses, chrome plated reflectors. Proof against hot wires, acids, 
gasoline, oil, alcohol, greases and dirt. 


The two and three cell general purpose Industrial Flashlights, 
3251 and 3351, have unbreakable lenses, hand-replaceable switches 
are cased in semi-hard rubber. Safe with “hot stuff.” Unaffected by 
water, oil, gasoline, alcohol, acids or dropping impact. No. 3258, 
the new Flexible Extension Flashlight, answers the demand for a 
safe light for inspecting moving machinery, railway journal boxes, 
drums, barrels, sounding pipes. 


NATIONAL CARBON COMPANY, INC. 


General Offices: New York, N. Y.; Branches: Chicago, San Francisco 
Unit of Union Carbide [la] and Carbon Corporation 


The word ‘‘Eveready’”’ is the trade-mark of National Carbon Co., Inc. 
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Selling Gas Heat Means Selling th 


Woman In 
the Home! 


QUIPMENT for auto- 

matic gas heat can, and 
should, be sold not only on 
the basis of comfort and 
economy—but as a method of 
freeing American housewives 
from antique drudgery. Show 
your feminine customers how 
easily they can heat with gas 
and use the furnace now in 
the house. Barber Conversion 
Burners will increase your 
sales to sutisfied customers. 
Stock and display Barber 
3urners! Descriptive folders, 
for your mailing lists, sup- 
plied free. 





A. “es i "a 
SN pO eth Py | 


\- | 


Dp, 


| 
mm | 
J te Pa | 

j 


Pra it 
bi 


NO. 336—B BARBER 


om AUTOMATIC BURNER 
a, 


@ “Tailor-made” to suit and fit the grate dimensions 
round or oblong furnaces or boilers. 

@ Insures a “scrubbing” flame action on side walls of { 
box, at the proper level, with 1900° Fahrenheit flame te 
perature. No fire brick or refractory elements needed, 

@ Furnished with Baltimore Safety Pilot Control—positi 
and accurate. Listed in the A..G. A. Directory of A 
proved Appliances. 


We supply Sales Literature, Specification Data Sheets and Practical Sales | 
sistance. Write for Latest Illustrated Catalog No. 37 and Revised Price | 


THE BARBER GAS BURNER COMPANY 


3704 SUPERIOR AVENUE, CLEVELAND, OHIO 


BARBER 2272'S BURNER 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Applian 








View of Bottom, show- 
ing Double Jacket all 
over 





WALL 


BRAZED STEEL DOUBLE- 
JACKETED COMPOUND KETTLE 


A double-jacketed compound kettle for melting 
joint filling compounds. Exceptionally rugged, made 
of heavy steel, with bottom and spouts brazed. Out- 
side jacket completely covers sides, top and spout. 
Complete with double ring on bail for lowering and 
raising in a manhole or on a pole. 


P. WALL MFG. SUPPLY CO. 
PITTSBURGH, PA. 
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OULONT PASS UP 
DODGE TRUCKS 
T THESE PRIGES 


says Edward C. Reif, Berwyn, lil. 


“Famous Dodge Quality 
At Today’s Price Means 
Big Savings” 


Say Buyers Everywhere 


ANY truck buyers are sur- 

prised when they find out 

how easy it is to buy a new 

Dodge truck right now. See your 
Dodge dealer at once. 


This advertisement endorsed by the Engi- 
neering Department, DODGE Division of 


Chrysier Corporation, Manufacturers of 
DODGE 1%-TON STAKE—133" W.B. with 9 foot 7 Dependable Cars and Trucks. 
body and 159” W. B. with 12 foot body—Many 
extra-quality features make it today’s big truck 
value. See your Dodge dealer. 


| BUDGET TERMS 


he low 
because oft 
ane rae to them. 


IN DETROIT 
s Not oT 





ting Dodge tru 

a liberal terms m vs 

uc PRIC ES D ELIV Fos 
a Federal Taxes. (Local, State 


1%-T 4 
, TONBASE °60 

a iwncel® 
116” ‘igetlense ° 


Chassis an 
4 a ge ey B.. -“Se0s" te-Ten ge 33° W.B 
%-Ton Bane we B.. . $694 14-Toa eet includes front bumper. 
%-Ton Bx t bumper, spare tire 


es. 
Price includes so inludes aes wpe onding iy iss i 


and tube. “Also and 3-ton, at Sur? NEAR 


buR see 
unos alse gcs IN Your * Scat TY 


SEE YOUR DODGE DEALER TODAY 
FOR A “SHOW-DOWN” OF VALUE 
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Everything in approved fire protection 
equipment including carbon dioxide 
extinguishers made by C-O-Two Fire 
Equipment Company and sold by Pyrene. 


Surveys and Estimates made anywhere 


without charge or obligation. 


4 


yrene [lanufacturing Compan 


NEWARK NEW JERSEY 


ATLANTA Geen) CHICAGO 
KANSAS CITY SAN FRANCISCO 


ie 
Cx NG ure: 
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onverts any typewriter into a 


wactical BILLING MACHINE 


.. without change in 
\pewriter construction 
roperation or interfer- 
ng with its use for cor- 
espondence. 











Ihe Modern Way to Speed-Type all Forms 


EMONSTRATIONS 


fou may see the Egry Speed-Feed 
monstrated in your own Office, 
ithout cost or obligation. Consult 
he classified telephone directory for 
ddress of local Egry sales agent, 
write to Dayton for literature 
i Mrocmentions Address Dept. 


In writing multiple copy forms, sharp savings in time, labor 
and money are effected by the use of the Egry Speed-Feed. All 
the time of the operator is productive; output is increased 50% 
or mcre; costly one-time (pre-inserted) carbons, loose forms 
and carbons and other outdated methods are eliminated. Uses 
Egry continuous forms, with all copies held in perfect align- 
ment. Up to 300 (and more) sets of forms can be written with 
a single set of carbons. No other device remotely approaches 
the Speed-Feed in ease of operation, in speed, in efficiency, in 
economy, and all this at a cost of less than 2¢ per day. In- 
vestigate the advantages the Egry Speed-Feed brings to your 
business. 


The EGRY REGISTER Company 


Dayton, Ohio 


SALES AGENCIES IN ALL PRINCIPAL CITIES 
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ELLIOTT MOTORS» 


at Waterside 
Eight motors like this drive the forced and induced draft fans for 
the fine high-pressure installation at the Waterside Station of 

[a the Consolidated Edison Company of New York. They are 
600-hp., 690-r.p.m. squirrel cage type. 


Eight more sturdy Elliott Motors—150-hp., 1200-r.p.m. squirrel 
ELLIOTT cage—drive the coal pulverizers serving the same boilers. 


These sixteen motors have important jobs, and they will handle 

Cc Oo M PAN Y them well, because as with all Elliott Motors, they are designed 
Electric Power Department: = and built for specific service, up to standards which all Elliott 
RIDGWAY, PA. motors must meet. Why not check up on Elliott standards of 


District Offices in Principal Cities motor construction? 
1.692 


aaelella kt TURBINE-GENERATORS - MECHANICAL DRIVE TURBINES ~ ENGINES - ENGINE-GENERATORS 

CONDENSERS - MOTORS - GENERATORS - MOTOR-GENERATORS - DEAERATORS - FEED-WATER. HEATERS 

DEAERATING HEATERS + CENTRIFUGAL BLOWERS - DESUPERHEATERS - FILTERS - VACUUM COOLING 

EQUIPMENT - STEAM JET EJECTORS - ELECTRIC HEATERS - TUBE CLEANERS - SEPARATORS ~ STRAINERS 
GREASE EXTRACTORS » NON-REYURN VALVES 
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{ Indiana Electric Association begins convention, French Lick, Ind., 1938. 





{ Public Utilities i of West Virginia convenes for session, White Sulphur 
Springs, W. Va., 





@ OCTOBER & 





{ American Water Works Association, Missouri Valley Section, will convene 
for meeting, Des Moines, Iowa, October 13-15, 1938. 





{ American Transit Association begins annual meeting, Toronto, Ont., 1938. 








aed Metal Congress and Exposition will be held, Detroit, Mich., October 17-21, 





q bid Institution of Gas Engineers will hold meeting, London, England, November 1, 2, 
1938. 





4 South Dakota Telephone Association starts convention, Mitche!l, a D., 1938. 
q Electrical Manufacturers Club opens meeting, Hot Springs, Va., 1 38. 








q Edison ae ee Accident Prevention Committee, opens meeting, Old Point 
Comfort, Va., 





{ American Petroleum Institute will hold session, Chicago, Ill., November 14-18, 1938. 








q National Association of Railroad and Utilities Commissioners will hold annual conven- 
tion, New Orleans, La., November 15-18, 1938. 








q Institute of Traffic Engineers starts convention, Chicago, IIll., 1938. 





q American Gas Association opens 20th annual convention, Atlantic City, N. J., 1938. 





{ EEI Transmission & Distribution Com, starts meeting, Old Point Contest Va., 1938. 
q National Reclamation Association opens annual meeting, Reno, Nev., 1938 














{ American Society of Civil Engineers convenes for fall meeting, Rochester, N. Y., 1938. 
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What’s Ahead for the | 
Transit Industry? 


An experienced financial analyst pictures the out- 
look for private enterprise in mass transportation 
industry of the future. 


By ERNEST R. ABRAMS 


el ar are as dead as sail- 
ships!” So said Mayor La- 
Guardia of New York city 
several years ago to the chagrin of 
many street railway men who did not 
understand that the Big Town chief 
was merely referring to a transition in 
the methods of mass transportation— 
not the end of it. In New York city, 
it is perfectly true that the surface 
street car is giving way to busses and 
increased subway facilities. In other 
cities, where the available traffic does 
not warrant the expense of under- 
ground construction, the street car is 
still the people’s choice, although con- 


419 


stant modernizing of equipment is 
necessary to keep it that way. 

So, while the technique of mass 
transportation varies according to time 
and place, it will always be with us in 
some form or another, and thereby 
hangs the future of the transit industry 
in the United States. There are sound 
statistical reasons for this generality ; 
and if you are one of those who ever 
played with the idea that mass transit 
would ultimately be swallowed up by 
the private automobile in substantial 
urban centers, consider these facts: 

1. A 60-foot street will pass only 
3,700 people an hour in private auto- 
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mobiles (averaging 1.75 passengers 
each). But the same street will pass 
11,130 people carried by a combination 
of automobiles and busses and 15,630 
people by a combination of automo- 
biles and street cars. 

2. The rapid increase in private auto- 
mobiles over the past quarter of a cen- 
tury has not only failed to solve, but 
has tremendously complicated, our 
urban transportation problem. The 
parking and congestion have slowed 
down surface traffic to an average 
pace, in some down-town areas, actu- 
ally slower than the days of the horse 
and buggy. 

3. With the increase in the value of 
down-town business locations, build- 
ings are becoming higher, and this ver- 
tical expansion of working and resi- 
dent population is constantly increas- 
ing the amount of surface traffic over 
the surrounding ground areas—re- 
quiring more elevators, street cars, 
busses, subways. 

4. In addition to the need for such 
increased transportation facilities, 
speed of transportation is at a pre- 
mium. The gross demand is always 
greater than the supply. Thus we see 
that, although the subways alone of 
New York city are geared to carry 
every day a number of passengers 
equal to the combined population of 
the cities of Philadelphia, Detroit, and 
Los Angeles, still over 10 per cent of 
the workers of that city (according to 
a 1934 survey by the New York Hous- 
ing Authority) require an hour or 
more to go from their homes to their 
jobs ; 17.6 per cent require from 40 to 
59 minutes ; 44.5 per cent require from 
20 to 39 minutes; and the remaining 
27.2 per cent require up to 19 minutes. 
( These figures are based on a day-time 
working population of 2,138,143.) 
Incidentally, there are more people 
being carried in New York city by 
building elevators each day than by 
all the mass transportation facilities. 

5. Finally, there are the increased 
operating expense for privately owned 
passenger automobiles, new gas taxes 
and other taxes, parking fees, and re- 


cently increasing new car Prices, 
which are slowing down the rate of 
automobile registration, as will be dis. 
cussed in little more detail later on, 


) then, mass transportation will al- 
ways fill a vital need of urban liy- 
ing, its continued existence in some 
form is economically justified. And 
when any undertaking performs a 
necessary economic service for a ma- 
jority of the people, particularly for 
those of small or limited means, it will, 
under the profit-system economy in ef- 
fect in the United States and Canada, 
be permitted to make such charges for 
its service that the capital invested in 
the enterprise may be rewarded. 
The electric railway industry in the 
western hemisphere had its practical 
inception in May of 1888 when the 
first commercially successful overhead 
trolley line was placed in operation, 
and, during the quarter of a century 
that followed, its growth was nothing 
short of phenomenal. In 1912, accord- 
ing to Census Bureau data, 1,260 com- 
panies with a combined capitalization 
of $4,700 millions operated 30,438 
miles of line, carried over nine and 
one-half billion revenue passengers, 
and reported total operating revenues 
of $567,511,704 and net operating 
revenues of $234,615,348. It is im- 
portant to note that 1912 net operating 
revenues were equivalent to 41.3 per 
cent of total operating revenues, in the 
light of subsequent experience. For by 
1922, although capitalization had in- 
creased by 15.6 per cent, revenue pas- 
sengers by 32.7 per cent, and total 
operating revenues by 79.1 per cent, 
net operating revenues had increased 
only 23.1 per cent and were equivalent 
to but 28.4 per cent of total revenues. 
And this adverse trend continued 
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for in 1932, although capitalization 
was still 7.9 per cent above the 1912 
level and total operating revenues were 
practically the same as of twenty years 
earlier, the total of revenue passengers 
was 5 per cent, and net operating reve- 
nues—now equivalent to only 21.8 per 
cent of total operating revenues—were 
47.3 per cent, under the 1912 figures.’ 


|g will be evident from this brief sta- 
tistical review that the mass trans- 
portation industry enjoyed a fair de- 
gree of prosperity prior to the World 


1 And although complete data for the entire 
industry for 1937 are not available, reports 
from companies whose traffic represents 92 per 
cent of the industry’s total indicate that reve- 
nue passengers were 7.3 per cent under those 
of twenty-five years earlier, and net operating 
revenues—equivalent by this time to only 20.7 
per cent of total operating revenues—were 46.7 
per cent below the 1912 level. Furthermore, 
where the industry operated 30,438 miles of 
electric railway and no bus lines in 1912, the 
total operated mileage in 1937 approximated 
23,600 of which almost 57 per cent consisted of 
bus mileage. 


Materials Fares 


War. However, with the construction 
of all-weather roads throughout the 
country and the vastly stimulated use 
of the automobile as an individual 
means of conveyance, the disruption of 
headway schedules on urban surface 
lines resulting from growing traffic 
congestion and the mounting costs of 
labor and materials induced by the 
War, net operating revenues entered a 
serious decline which resulted in ap- 
proximately one-sixth of the industry 
entering receivership or bankruptcy by 
1917. 

Nor were conditions greatly im- 
proved after hostilities ceased for the 
individual use of the motor car con- 
tinued to expand with its adverse effect 
on passenger traffic, and while some of 
the more alert companies entered the 
competitive transportation market 
with improved facilities, substituting 
the more agile trolley and gas busses of 
less costly operation on their feeder 


Cost 
of 
Materials 
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lines which enabled them to report 
profits, the problems of the major por- 
tion of the industry still remained un- 
solved and the march toward insol- 
vency continued. Between 1913 and 
1937, inclusive, 384 electric railway 
companies, operating more than 26,- 
000 miles of single track, sought relief 
in receivership. Furthermore, during 
this quarter of a century, 479 com- 
panies completely abandoned 8,334 
miles of rail service, and 1,407 com- 
panies partially abandoned rail service 
on 9,007 miles of line. 


 heveteearen pes one of the adverse 
influences affecting the mass trans- 
portation industry, the loss of revenue 
traffic through sharply increased 


ownership and use of the private auto- 
mobile, would now appear to have been 
definitely checked. Ray B. Prescott, 
writing in the July 23rd issue of Auto- 


motive Industries, points out that 
where passenger car registrations 
mounted sharply from 1912 to the mid- 
dle 1920’s, they have gradually flat- 
tened out until their annual increase 
now closely approximates that of na- 
tional population. And again, while mo- 
tor car registrations declined from 
1929 through 1932, and have increased 
since the bottom of the depression, that 
increase has served merely to bring 
them back into line with the growth 
of population. 

Where there was one automobile 
registered in the United States on the 
first day of 1910 for each 200 persons 
in the country, one car for each 13 per- 
sons at the beginning of 1920, and one 
car for each 5.2 persons at the start of 
1929, there was one car for each 5.2 
persons, one car for each 5.6 persons, 
and one car for each 5.1 persons, on 
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the first days of 1930, 1935, and 1938, 
respectively.” 

If it be true that the number of 
passenger car registrations has become 
stabilized in relation to population, 
with further population increases to 
benefit private and mass transportation 
facilities alike in proportion to their 
present rate of use, it may reasonably 
be assumed that the adverse effects of 
privately operated automobiles on the 
revenue traffic of all mass transpor- 
tation agencies will tend to diminish. 
While any increase—even at the rate 
of population—in the number of con- 
veyances on our streets will further 
hamper surface transportation sys- 
tems, the peak of adversity occasioned 
by the increased operation of automo- 
biles would appear to have been passed. 
And while the stabilization in use of 
its prinicipal competitor for traffic will 
not solve all the problems of mass 
transportation companies, it does offer 
some assurance that the principal cause 
of revenue traffic decline will be held 
in check. 


RY more difficult of solution than 
the problems of competition, how- 
ever, are the use of the low-fare issue 
as a vehicle on which local politicians 
ride into office, and the threats of 
mounting labor and material costs to 
the solvency of the industry. For, ac- 
cording to the compilations of F. S. 
Haberly, who has continued the work 
of Professor Richey, the fare index for 

2 This, of course, was the national average. 
Registrations of passenger cars by sections at 
the beginning of 1938 ranged from a low of 
one automobile for each 9.9 persons in the 
East South Central section to a high of one 
car for each 3.5 persons on the Pacific coast. 
Mr. Prescott concluded with the belief, “that 
the motor industry has reached its period of 


stability in which 85 to 90 per cent of its annual 
market will be replacements.” 
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Tax Subsidy for the Street Railway 


ce I private enterprise is unable to operate successfully and profit- 

ably our mass transportation facilities under existing condi- 

tions at fares the riding public is willing to pay, and if complete public 

ownership and operation are largely inefficient and interwoven with 

politics, some form of public subsidy must be provided to continue 

these necessary services to the public, and to provide the capital 
necessary for their expansion.” 





the entire industry has risen from a 
base of 100 in 1913 to 161.9 in 1937, 
and the costs of operating materials 
have risen to 147.3, while the hourly 
wage rate of the industry’s labor had 
risen to 237.1 by the end of last year. 

The wage problem is undoubtedly 
the most difficult which the industry 
must face in the immediate future if 
wholesale insolvency is to be avoided, 
since the hourly wage scale has in- 
creased twice as fast as fares have risen 
over the past twenty-five years. Fur- 
thermore, the attitude of the present 
administration toward labor and wage 
rates, and the inevitable reaction of 
this national policy on the transit in- 
dustry, have resulted in wage increases 
far beyond what the industry could 
possibly afford, and have definitely cur- 
tailed the industry’s opportunities of 
working out its economic destiny 
through processes of modernization 
and service improvement. 
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Inasmuch as one of the major prob- 
lems for discussion at the coming an- 
nual convention of the American Tran- 
sit Association at Toronto will be this 
matter of labor costs, it would savor of 
impertinence for this writer, even were 
he qualified, to outline any plan of solu- 
tion for so controversial and technical 
an issue. Yet, since he has recently 


‘made a rather exhaustive survey of the 


effects of inflation on the public utili- 
ties of Germany, France, and Italy, a 
suggestion might be in order. For it is 
inflation, although of a milder form 
than that experienced abroad, and re- 
sulting from Federal fiscal policies, in- 
cluding the continued outpourings of 
billions of the taxpayers’ dollars for re- 
lief and a variety of projects that are 
plaguing the transit industry at the 
present time. 


) Germany where public ownership 
rather than public control charac- 
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terized the mass transportation indus- 
try, these undertakings were permitted 
to go their own way during inflation ; 
and although one German tramway ad- 
vanced its fares twenty-eight times 
during 1923, it never succeeded in 
catching up with its ever-mounting 
operating costs. But in France and 
Italy, where the public utility industry 
was largely owned and operated by pri- 
vate enterprise, the national govern- 
ments geared all utility rates to an 
index of the cost of fuel and the hourly 
wage scale combined, which automati- 
cally increased rates as operating costs 
advanced. It would appear that our 
regulatory bodies must now adopt a 
rational attitude toward the mass 
transportation industry and permit it 
to collect the full costs of service ren- 
dered, including the wages of money, 
if private capital is to be further em- 
ployed therein. Such a public policy 
would, in addition, smooth out the 
difficulties which the industry is ex- 
periencing with rising material costs, 
and over which it has no control. 

Of course, nation-wide blanket fare 
increases would not produce the added 
revenues required in every instance to 
match constantly rising operating 
costs. It has been adequately demon- 
strated in many communities that fare 
boosts, too quickly applied, have tended 
to reduce passenger traffic and to de- 
feat their very purpose. Thus, the 10- 
cent fare, now in effect in many com- 
munities, represents the probable eco- 
nomic ceiling for transit fares today, 
except where special service of an ex- 
press nature is provided. Further- 
more, where the 5-cent fare was gener- 
ally accepted by the riding public 
twenty-five years ago as synonymous 
with local transportation service, the 
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tariffs of most transit companies have 
been gradually increased during the in- 
tervening years until the average fare 
is now in the neighborhood of 74 cents, 
Increased revenues in the mass trans- 
portation field will more likely be ob- 
tained through the adjustment of fares 
to periods of minimum and maximum 
load, and the utilization of facilities at 
a more even rate during the hours of 
the day. The experience of the electric 
power and light utilities has well 
demonstrated the benefits to be derived 
from more even use of the facilities 
created for public service. 


Hips the riding and working 
habits of the public today, and 
their acceptance by the transit industry 
as one of the inherent evils of the busi- 
ness about which nothing can be done, 
approximately 50 per cent of its reve- 
nue passengers are carried during four 
hours of the day, with practically all 
the remainder during another eighteen 
hours. Yet, as practically every transit 
man will agree, the maximum traffic 
the industry can handle could be profit- 
ably transported at half the present 
fare, if only that traffic could be spread 
uniformly over day-time and early 
evening hours. 

While at first glance it might appear 
that changing the working and, there- 
fore, the riding habits of the American | 
public presents an almost insurmount- 
able task, experiments have demon- 
strated its possibility within reasonable 
limits. Unfortunately, past attempts to 
achieve the staggering of business 
hours and the improvement not only 
of the load distribution on transit lines 
but on the entire street system itself, 
have been undertaken on a voluntary 
basis as a matter of civic codperation. 
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With no real economic incentive for its 
maintenance, such voluntary “com- 
munity campaigns” have quickly fallen 
apart after the initial period of novelty 
and enthusiasm has passed. But they 
have, nevertheless, demonstrated the 
entire practicability of spreading out 
present peak traffic to the benefit of the 
whole community. 

In one mid-western city where some 
two hundred thousand workers were 
being dumped into the streets at exactly 
the same hour the principal shops and 
stores were closing, these released 
workers found nothing to do but to 
board the already burdened transit sys- 
tems and go home. After this situation 
had been called to the attention of the 
principal department stores by traffic 
men, they experimented with delaying 
the opening and closing of their estab- 
lishments one hour. Result: not only 
was their business in the closing hour 
of the day stimulated, but the traffic 
peaks of the transportation systems de- 
clined, and periods of maximum travel 
each day were expanded. 


ties developments in the art 
which hold promise of increased 
traffic and revenues to the transit in- 
dustry are: (1) the installation of the 
new Presidents’ Conference cars where 
traffic density requires the use of 
the street car; (2) the substitution of 
trolley and gas busses in areas of lower 
traffic demand; (3) the faster head- 


ways made possible by the introduction 
of smaller vehicles.* 

The more agile and smaller trolley 
and gas busses have demonstrated that 
more frequent service will stimulate 
traffic. In the past, strange as it may 
seem, the industry has been largely 
overbuilt so far as equipment is con- 
cerned. With 50 per cent of its busi- 
ness falling within four hours of the 
day, it has tended to employ vehicles of 
the maximum load capacity to carry 
the “rush hour” traffic, and then to 
slow down headways during off-peak 
periods. Recently, however, experience 
in a number of cities has demonstrated 
that the nearer public carriers can ap- 
proach private conveyance in size and 
with minimum headways, the greater 
is the appeal to the riding public. Ac- 
cordingly, street cars are being con- 
fined to those thoroughfares whose 
traffic density demands a vehicle of 
sixty-passenger capacity, trolley busses 
to streets requiring forty-passenger 
vehicles, and gas busses to all others. 


3 The PCC car, developed after the expendi- 
ture of more than $600,000 in research, and of 
which some 800 are now in operation in 
various parts of the country, has definitely 
proven its ability to build traffic. It has 
quiet operation—due in part to its rubber 
springs and mountings. It can beat a Ford 
from a standing start, and its general riding 
comfort has appealed to the riding public. Two 
trolley lines in Brooklyn, for example, on 
which PCC cars have been in operation for 
months, have produced 25 per cent greater 
revenues, after adjustments for other traffic 
changes, than have comparable lines on which 
old-style equipment is being operated. 


e 


“Ir the movement of the great majority of urban workers 
cannot be profitably accomplished by private enterprise, and 
a public subsidy is necessary to insure continued operation, 
the undertaking then rightfully takes its place among such 
nonprofit institutions as colleges, churches, and hospitals 
which render no financial support to government.” 
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The acquisition of this much needed 
equipment, with its promise of in- 
creased traffic and revenues, and de- 
creased operating costs, presents a 
problem to the industry today, since 
private capital has been largely discour- 
aged from participating in an industry 
whose record of receiverships is so 
appalling, and whose labor problems 
are so acute. For the investor would 
have no assurance that the industry’s 
labor would not attempt to grab every 
dime of increased revenues, produced 
largely through the use of the new 
equipment his contributions have pro- 
vided, and that he would again be buy- 
ing into a receivership. 


ts anes the net operating revenues 
of the transit industry (that por- 
tion of its total operating revenues 
available after expenses for the pay- 
ment of the wages of capital) can be 
held at a level sufficient to meet the 
mandatory claims of borrowed money 
and to reward the partners in the 
undertaking, only four courses of 
action would appear open to the in- 
dustry, largely private in its character 
today: (1) It might, through whole- 
sale receiverships, again pare down and 
further destroy a portion of its in- 
vested capital, and thereby continue to 
exist, provided operating costs did not 
exceed operating revenues. (2) It 
might pass the full responsibilities of 
ownership and management, substitute 
public for private enterprise, by com- 
plete abandonment of service or by the 
sale of its facilities to the served com- 
munities for what they would bring. 
(3) It might become a publicly subsi- 
dized industry, as in Boston, New 
York, and Philadelphia where facili- 
ties are provided by public funds and 
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certain returns are assured the privat 
funds invested in the undertaking. (4) 
It might adopt the principle of mixed 
management, to some extent a varia. 
tion of public subsidizing, now sg 
largely employed in Germany and, tp 
a lesser extent, in France, Switzerland, 
and England. For, to return to our 
original premise, mass transportation 
serves a vital and economic need of 
modern urban living, and it must be 
continued either by private enterprise 
or as a public operation. 


HE first relief device available to 
the transit industry—the legal de- 
struction of a portion of its invested 
capital—has not only been widely em- 
ployed over the past quarter of a cen- 
tury but an appalling number of our 
surface, elevated, and underground 
railway systems are today being oper- 
ated under the jurisdiction of Federal 
courts: Interborough Rapid Transit, 
Manhattan Railway, and Hudson & 
Manhattan in New York, Philadelphia 
Rapid Transit, St. Louis Public Serv- 
ice, all the surface and elevated sys- 
tems in Chicago—a complete list would 
be unwieldy. Yet, with net operating 
revenues dropping from 41.3 per cent 
of total operating revenues in 1912 to 
20.7 per cent in 1937, with labor costs 
advancing during the same period ur- 
til they now consume one-half of every 
operating dollar the industry receives, 
and in view of the fact that many of 
the existing systems have already or 
are now being put through the wringer, 
it hardly appears that the destruction 
of invested capital affords any perma- 
nent measure of relief to the industry 
since operating costs are a prior claim 
to fixed charges. 
Nor does the complete assumption 
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The Problem of Equipment 


cé HE acquisition of this... equipment, with its promise of in- 

creased traffic and revenues, and decreased operating costs, 
presents a problem to the industry today, since private capital has 
been largely discouraged from participating in an industry whose 
record of receiverships is so appalling, and whose labor problems are 
so acute. For the investor would have no assurance that the indus- 
try’s labor would not attempt to grab every dime of increased reve- 
nues, produced largely through the use of the new equipment his con- 
tributions have provided, and that he would again be buying into a 

receivership.” 





of responsibility by the served com- 
munities for conveniently, economi- 
cally, safely, quickly, and efficiently 
transporting the major portion of ur- 
ban dwellers appear a workable solu- 
tion to our mass transportation prob- 
lems. Quite regardless of how effi- 
cient each of us may be in the conduct 
of his own affairs, we tend to become 
managerial flops when, collectively, we 
attempt to administer communal af- 
fairs, or to operate community activi- 
ties. Largely engrossed in our more 
important and remunerative private 
activities, we usually delegate the con- 
duct of our common activities to pro- 
fessional “friends of the people” of 
little or no business experience or abil- 


ity. 


- has long been recognized by stu- 
dents of civic affairs that only those 
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required services which cannot be 
safely trusted to private enterprise, 
such as police and fire protection, and 
that only those communal activities 
wherein technique is largely static and 
little labor is employed, such as water 
supply and sewerage disposal, are 
proper activities for public ownership 
and operation. Although to a lesser 
degree than in the electric power and 
light field, ever changing conditions 
and technologic problems in the transit 
industry today call for the unbiased 
and uninfluenced judgment of trained 
minds for their administration and so- 
lution, and our American political sys- 
tem does not lend itself to the placing 
of men of unquestioned technical abil- 
ity and of proven business judgment 
at the helm of municipal activities. Con- 
sequently, not only is incompetency 
present in many public operations of 
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utility services, but in those fields where 
large numbers of workers are em- 
ployed, public operation tends to con- 
vert them into machines for reward- 
ing the boys who vote “right.” Even 
were it possible for municipally ren- 
dered transportation service to be effi- 
cient, normally free from political con- 
trol, and adequate for the needs of the 
community, there is the ever present 
further danger of confused and incom- 
plete accounting largely obscuring the 
true cost of service, with taxpayers un- 
wittingly being compelled to make up 
the undisclosed deficits. 

If private enterprise is unable to 
operate successfully and profitably our 
mass transportation facilities under 
existing conditions at fares the riding 
public is willing to pay, and if complete 
public ownership and operation are 
largely inefficient and interwoven with 
politics, some form of public subsidy 
must be provided to continue these 
necessary services to the public, and to 
provide the capital necessary for their 
expansion. 


HE public subsidizing of local 

transit operations may take one of 
several forms: It may be accomplished 
through the outright guaranty of a 
fixed return on an accepted valuation 
or capitalization with any deficit spread 
on the tax rolls. It may be achieved 
through the creation of added facili- 
ties with public funds and the subordi- 
nation of the public’s claims on the rev- 
enues of the entire undertaking to 
those of the private capital employed. 
It may take the form of remission of 
general and special taxes, and other 
governmental imposts. It may be some 
combination of all three of the fore- 
going devices which produces the de- 
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sired result. In many respects, the re- 
mission of all imposts, plus the creation 
of added facilities through public in- 
vestment, appears the most effective 
method, and the one less likely to en- 
courage abuse. If the movement of the 
great majority of urban workers can- 
not be profitably accomplished by pri- 
vate enterprise, and a public subsidy 
is necessary to insure continued opera- 
tion, the undertaking then rightfully 
takes its place among such nonprofit 
institutions as colleges, churches, and 
hospitals which render no _ financial 
support to government. 

The mixed management device, now 
widely used in Germany, is, as the term 
would indicate, a combination of pri- 
vate and public enterprise. The first 
tramway in Germany was established in 
Hamburg in 1864 by private capital and 
by 1880, 16 of the 28 cities of more than 
200,000 population were being served 
by privately owned mass transporta- 
tion systems. The systems continued 
under private enterprise until about 
1910 when the futility of public control 
resulted in the acquisition of these tran- 
sit systems by many of their served 
municipalities. However, public own- 
ership proved even less satisfactory to 
the urban dwellers of Germany than 
did private operation, due largely to 
the machinations of politics, and, be- 
ginning in 1920, the composite form 
of ownership and operation was 
adopted. Under the mixed manage- 
ment device, both private and public 
capital are devoted to the undertaking, 
but operation is placed wholly in the 
hands of private management with 
only such interference as public pro- 
tection requires. Sort of ‘a corpora- 
tion clothed with the power of govern- 
ment, but possessed of the flexibility 
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and initiative of private enterprise,” as 
President Roosevelt once described the 
Tennessee Valley Authority. 


HIS, then, would appear a reason- 

able outlook for the future of 
private enterprise in the transit field. 
If the acquisition of more efficient ve- 
hicles can be financed, either by the 
transit companies or by the equipment 
manufacturers, which appears pos- 
sible; if the operation of this new 
equipment will expand revenue traffic 
through increased riding comfort, 
smaller vehicles, and more frequent 
headways, which appears probable; if 
the traffic load can be more evenly dis- 
tributed over a greater portion of the 
day, of which there is strong possibil- 
ity; and if the industry’s labor will 
adopt a constructive attitude toward its 
problems and not try to “hog” every 
added dollar that comes into the indus- 


try’s till, which time alone can tell; 
then the transit industry of the coun- 
try can be expected to continue under 
private enterprise, and to enjoy a com- 
parative degree of prosperity. Not af- 
fluence, of course, but a sort of digni- 
fied poverty. 

If, however, new equipment cannot 
be acquired, if both traffic and operat- 
ing revenues cannot be increased, and 
if labor will not be reasonable, then the 
days of private enterprise in the mass 
transportation field are numbered, and 
some form of public or quasi public 
ownership and operation must inevit- 
ably result. The public may have to pay 
a high price for the solution of this 
problem in the form of inefficiency and 
political abuse. 

In any event, some form of mass 
transportation .will always be neces- 
sary for the great majority of our ur- 
ban dwellers. 





Dog Bites Telephone 


C6 AmoNnG the pampered pets of the city is an elderly bulldog 
who has his own telephone extension. He lives in an 
old-fashioned brownstone on the upper West Side with an old 
lady who clung for along time to the wall-type instrument. The 
dog used to dash to the telephone every time it rang and worry 
the cord, with the result that the repairman had to be called in 
about once a month. When his mistress finally had a hand-set 
phone installed, she asked them to leave the old one on the wall. 
Now, whenever there is a call, the dog takes it on his own wire. 

Makes for peace of mind all around.” 
—Excerpt from the Talk of the Town, 


The New Yorker. 
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A Step into the Dark 


The Federal Social Security Act is, in the opinion 

of the author, the biggest and potentially the most 

dangerous bit of legislation ever pulled down over 
the heads of the American people. 


By HERBERT COREY 


HIS may be a plea—or perhaps 
7 it is a protest. I’m not quite cer- 

tain. It might be a complaint. So 
many people are saying unkind things 
about the Social Security Act and the 
way it behaves. There is Marriner S. 
Eccles, for instance, who has said that 
the withdrawal of consuming power 
through social security taxes is one of 
the major contributing causes of the 
Roosevelt depression. Mr. Eccles 
should know. He is the head of the 
Federal Reserve System and more im- 
portant than that, headline officials be- 
ing what they are nowadays, he is a 
banker from Utah who carried his own 
banks through the 1929 depression and 
came out stronger than when he went 
in. And the American Association for 
Social Security, too. It raps the act 
soundly. And scores of others. 

And what of it? 

What if the S. S. Act has in cold fact 
been a complete, scatter-brained, god- 
awful mess? What if it has imposed a 
tax of a billion or more dollars on the 
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pay rolls of the country—about the ten- 
derest spot in which a country’s pros- 
perity can be hit—and been used for 
vote buying by the scaliest lot of poli- 
ticians that ever cheated widows, and 
added to the burden of relief a kindly 
and puzzled country is carrying with- 
out much complaint, and has not done 
the good it promised to do to the people 
in whose interest it was written? 

All of those things, if we will just 
look at the facts, are of no real con- 
sequence. They are annoyances, of 
course, just as mosquitoes and tax col- 
lectors are annoyances. Every one who 
knows anything whatever about the 
Social Security Act, or is engaged with 
its administration, wishes heartily that 
they could be forgotten. But they are 
only ephemeral frets, to be brushed 
away by the first Congress that decides 
to get back to legislating instead of joy- 
riding over the country in the Presi- 
dent’s pocket. They are only the bugs 
that must be worked out of any new car 
before it can be a success on the road. 
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A STEP INTO THE DARK 


The tax rate can be decreased and the 
time lag cut down and arrangements 
can be made by which any dirty little 
politicians caught pinching pennies 
from the beneficiaries of the act may 
be set in the stocks where the boys can 
heave tomatoes at them. 


HESE things do not amount to any- 
T thing at all. The complaints that 
have been rising to Heaven wherever 
the Social Security Act has been heard 
of, which is everywhere, do not touch 
the fundamentals of the problem. The 
complainants remind me of my Uncle 
Jeremiah’s neighbor’s dog. 

“That dog’s howling too much,” 
said my Uncle Jeremiah, as we sat un- 
der the cottonwood in the front yard. 

“He’s howling because there’s a full 
moon,” said I. 

“Nuh,” said my Uncle Jeremiah; 
“sounds to me like there’s death in the 
house.” 

And there was, for Uncle Jeremiah’s 
neighbor was dead in his own chair, 
where he had fallen asleep reading a 
book. The howls about the Social Se- 
curity Act’s operations may have been 
prompted by a horrified view of the fig- 
ures, but it is probable that they really 
were occasioned by the subconscious 
knowledge that there is death in the 
house. The Social Security Act is the 
biggest and potentially the most dan- 
 gerous bit of legislation ever pulled 
down over the heads of the American 
people. It can be corrected, if and when 
Congress stops playing calf in the New 
Deal’s rodeo, and made into a valuable 
piece of legislation. 

Or it can turn our democracy over 
like an ash can. 

Let’s see about it. Figures will only 
be dropped in now and then, like raisins 
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in a boarding-house rice pudding, for 
I have read many articles about Social 
Security and the fault of one and all 
has been a superfluity of statistics. 
Tables of dollars may be discovered by 
those interested in such things, but they 
need not be looked at now. They be- 
long to the full moon feature of the 
picture, which has set the dogs howl- 
ing, but what we fear we will find is 
death in the house. No matter how 


discouraging the story of the income 
and outgo may be, the faults may be 
corrected by legislation. 

It is doubtful if the main structure 
ever can be changed. 


bien prime movers in the Social Se- 
curity plan were filled with good 
intentions. They belonged to that lov- 
able, warm-hearted, hot-eyed section 
which through all ages has been re- 
sponsible for the improvement in 
human conditions. Soldiers and states- 
men and politicians have never done 
anything for humanity until the re- 
formers have punched them into ac- 
tion at the cost of a good many punches 
for themselves. It would be a wonder- 
ful thing, said the reformers, if old age 
in the United States need never again 
fear the cold nights of winter and de- 
pendent children should be assured of 
food and shelter and the man who had 
lost his job should draw enough pay to 
live on until he found a job again. 
Everything they said was true. Some 
of the things they did not stop to con- 
sider clearly was the cost of the pro- 
gram and the manner in which that 
cost should be taxed into the Treasury 
and the economic and social effects of 
the plan. This is not intended to be an 
attack on the Social Security scheme. 
No one would deny needed help to old 
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folks and sick and the children and 
the honest workman out of a job. The 
present writer tries to maintain a real- 
istic view, too, and has never spent any 
time arguing with the Mississippi 
river when it is in flood. The reformers 
got their way, partly because they 
launched their plan at a time when the 
American people had gone completely 
soft. Or perhaps the people had only 
gone careless. So many things have 
happened that could only be accounted 
for on the theory that the look-out was 
looking the other way. 


Bae Social Security plan was a nat- 
ural for the politicians, of course. 
Dr. Townsend in California and the 
Bald King of Alberta and various little 
political odds and ends have made use 
of the pathetic fear of the man who is 
approaching superannuation and lacks 
safety. It gave the politicians many 
more promises to make to supporters. 
Thousands of words were spoken in 
Congress but the record shows little 
evidence of real thought. The Amer- 
ican people were enjoying one of those 
throes of sentiment to which we are 
accustomed. There was a time right 
after the Armistice when the sight of 
an Armenian with a rug over his 
shoulder would make the toughest of 
us loosen up. On behalf of the con- 
gressmen it might be said that they used 
the old American method which has, 
on the whole, proven fairly satisfac- 
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tory. The idea is that what has been 
done wrong in this session may be done 
over again in the next session, or at 
least covered up. 

Back of them all may have been the 
engineers of the New Order. I do 
not know. The Social Security Act 
may not have been intended to be a 
part of the machine which may upset 
the structure of government as our 
people have known it for one hundred 
and fifty years, and substitute for it 
something built on a Middle European 
pattern. Many of the men and women 
who backed the Social Security Act also 
backed the New Order. Note that no 
argument is here being made against 
the New Order. It may be inevitable. 
The totalitarian states in Europe have 
not been doing so well from the Amer- 
ican point of view, but perhaps our 
totalitarians are better than all other 
totalitarians and we can make a success 
where other people have fallen flat. In 
any case it must be noted that the So- 
cial Security Act is a long step toward 
the New Order. Consider these facts. 


Bi NDER the act every one of us must, 
in the long run, be registered, 
identified, and given a number. One 
hundred and thirty millions of us, more 
or less. There are now between 40,- 
000,000 and 41,000,000 names on the 
Social Security books. 

Unless we have a number we will 
not, in the long run, be permitted to 


the long run, be registered, identified, and given a number. 


q “Unper the [Social Security] Act everyone of us must, in 


One hundred and thirty millions of us, more or less. There 
are now between 40,000,000 and 41,000,000 names on the 
Social Security books. Unless we have a number we will 
not, in the long run, be permitted to work.” 
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work. This statement is a long guess 
into the future, I’ll admit, but it is to 
be justified presently. The numbering 
might be a good thing for society, for 
if the scheme is to be made to work 
perfectly then the man who cannot pro- 
duce a registration card automatically 
becomes a suspect. Wandering bums 
would be considerably handicapped. It 
will be conceded that it is a wide depar- 
ture from our native-born happy-go- 
luckiness. 

The Social Security plan would click 
neatly with the WPA under this Harry 
Hopkins and the line of Hopkinses to 
come. A New Deal theory, as ex- 
pounded by many of its more gifted 
expounders, is that what with tech- 
nology and this and that there must 
always in the future be millions of per- 
sons whose only employment will be 
from the government. Private enter- 
prise will be regulated by the govern- 
ment to a far greater extent than ever 
dreamed of in the past. The commenta- 
tor on. Washington affairs who is to 
my mind the sanest and fairest of them 
all, made a similar statement in a recent 
weekly letter. He says the government 
will “stage manage national progress” 
and that this is a “trend which will run 
beyond 1940,” no matter what party is 
in control. 


A FORCE of millions of voting men 

and women employed by the gov- 
ernment through a WPA or other ad- 
ministrative agency, ticketed and num- 
bered by Social Security, and looking 
to Social Security for those benefits 
which will assure superannuated years 
on an income, would be a solid political 
body on which the government could 
rely. Harry Hopkins has said that “90 
per cent of the WPA workers” would 
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in his belief vote for the New Deal, and 
although the more delicate-minded have 
sniffed at Mr. Hopkins’ cynicism no 
one has seriously questioned his state- 
ment. The soft reliance upon govern- 
ment for work, spending money, roof 
trees, clothes, and food which would 
be built up in the WPA-S. S. com- 
bination must inevitably spread to other 
elements in the 130,000,000 registered 
and ticketed Americans. It is not a nice 
thing to think of, but there you are. 
When the factory employing John 
Smith reduces its force of employees 
John would gravitate naturally to the 
WPA-S. S. The government might, 
of course, be in control of the factory’s 
operations in a few more years. 

The question arises, of course, as 
to how the costs will be met for these 
operations. 

There is only one reply to that. The 
taxpayer will pay. The more money 
is needed for the WPA-S. S. and 
other governmental agencies the higher 
must grow the taxes. The news col- 
umns of the day have informed news- 
paper readers of this fact. Treasurers 
of utility companies are aware that the 
various forms of Social Security taxes 
have risen from a total of $10,800,000 
in 1936 to an estimated $20,000,000 in 
1938, although in the last few years 
uncertainty as to what government may 
do has seriously retarded expansion in 
the industry. If the tax drain on in- 
dustry continues to rise—and it must 
rise unless governmental expenditure 
is lowered—then an argument will be 
found for the tightening of govern- 
ment control. It appears to be an axiom 
favored by the New Order that a fac- 
tory may not be permitted to undersell 
its rivals merely because of natural ad- 
vantages or superior ability in manage- 
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less governmental expenditure is lowered—then an argument will 

be found for the tightening of government control. It appears to be an 

axiom favored by the New Order that a factory may not be permitted to 
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ability in management. But the tax drain must, inevitably, sap the private 
pocket as well as the industrial pouch.” 





ment. But the tax drain must, inevi- 
tably, sap the private pocket as well as 
the industrial pouch. Already a broad- 
ening of the income tax base has been 
proposed, together with a lowering of 
allowances. What it all comes to is this: 


A NEw plan has been found for the 
distribution of wealth. 

This is not an argument against the 
New Order or the distribution of 
wealth or the Social Security plan. It 
is merely an effort to visualize what 
may happen at an unstated date in the 
future. For these reasons it seems to 
this writer that while it is very well 
indeed that the present defects of the 
S. S. plan be examined, they are, 
after all, relatively unimportant. It is 
the possibilities inherent in the S. S. 
plan and not the present creaks and 
warbles in its structure that should be 
given attention. For the sake of the 
record, however, these existing troubles 
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and the nature of the plan may be 
briefly set down. 

The Social Security plan is divided 
between one purely Federal operation 
and four Federal-state codperations. 
Under the purely Federal plan a tax of 
one per cent is now levied on the wages 
paid and received by employers and em- 
ployees alike, or a total tax of 2 per cent 
on payrolls. In 1949 this will have 
risen to a tax of 3 per cent from 
each, or a total tax of 6 per cent on pay- 
rolls. On all payrolls, for the man who 
hires only one girl must pay on her 
wages, and she must pay an equal sum. 
In return the government promises to 
pay annuities based on the sums which 
have been paid in when the employee 
quits work at superannuation. Seven 
classes of employees are at present ex- 
empt from the operations of this por- 
tion of the act. They number approxi- 
mately one-half of the “gainful work- 
ers” of the United States. 


434 





A STEP INTO THE DARK 


B Bae are almost 41,000,000 
names now registered on the So- 
cial Security books. About 46,000,000 
votes were cast in the latest presidential 
election. 

There is an advisory committee of 
twenty-four Big Names. Mark that 
statement. With the exception of two 
or three or four every member of that 
committee is an important person in the 
business and financial community. 
From the statements made by the com- 
mittee, and from the correspondence 
with the Social Security Board, it is 
apparent that the committee is not in 
opposition to the plan. It is evident that 
the committee foresees that : 

1. All classes of workers must be 
taken into the scheme. It is not fair 
to deprive a man of benefits because 
he is a sexton and not a lathe maker. 

2. This includes the men and women 
who work for themselves. As we all 
work for ourselves, no matter how rich 
and lazy we may appear to be, this must 
ultimately mean that; 

3. Ultimately every one of us must 
register and get a ticket. So much for 
the purely Federal phase of the S. S. 
scheme. 

The Federal-state codperations may 
be dismissed briefly. Under the law the 
Federal government assumes certain 
definite responsibilities in the payment 
of unemployment compensation, for 
the maintenance of dependent children, 
aged and destitute persons, and the 
blind, in addition to sums appropriated 
for national sanitation and the like. 
The unemployment tax is now 3 
per cent on wages paid and received 
in establishments employing eight or 
more persons. There are certain tech- 
nical offsets that need not be consid- 
ered here, The tax is collected by the 
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states and is remitted in full to the 
United States Treasury. In return the 
Federal government takes entire charge 
of the payment of unemployment com- 
pensation and pays all the costs of col- 
lection and distribution. 


HE states are not bound to adhere 

to the eight-man factory rule of 
the Federal scheme, of course, and 
eleven have required coverage to work- 
ers in establishments employing only 
one worker, two cover those with three 
or more, seven apply to companies with 
four or more, and one to five or more. 
The remaining thirty—there are fifty- 
one sets of statutes, for Alaska, 
Hawaii, and the District of Columbia 
are included—include only organiza- 
tions with eight or more workers. The 
states follow a relatively similar pattern 
in the payment of weekly benefits 
amounting to about half pay to quali- 
fied workers after a brief waiting pe- 
riod. Some states make allowances to 
employers who show a good record of 
steady employment. Thirty-one states 
are paying now or will pay unemploy- 
ment compensation by the end of 1938, 
and the others will come in at various 
dates thereafter. No state is required 
to pay out until the employers have 
paid in for a period of two years. 

The tax moneys deposited by the 
states with the Federal government are 
placed in a trust fund on which 24 per 
cent interest is paid. The figures are 
mounting, of course, but at the latest 
accounts the unemployment compensa- 
tion fund in the United States Treas- 
ury amounted to $863,153,457 on 
which $13,032,499 interest is due, and 
against which at the time of writing the 
states have drawn $121,240,000. In a 
prosperous year the states will pay in 
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about half a billion dollars. Congress 
has made a standing appropriation of 
$49,000,000 to cover the costs of op- 
erating the machinery. 


HE three state-aid programs for 

the relief of the aged, the blind, 
and dependent children differ slightly 
from the unemployment compensation 
pattern. Congress appropriates but 
does not tax directly for them. No 
payments are made by the Federal gov- 
ernment to individuals, but it pays a 
limited share of a state’s total disburse- 
ments. The government pays one-third 
of the sums paid out for the relief of 
dependent children, up to $18 a month 
when there is but one dependent in a 
household and $12 when there is more 
than one. In such cases the Federal 
government’s share would be $6 a 
month for one child, and $8 for two. 
The Federal government pays a top of 
$15 a month for the needy aged and 
blind. The states may add as much as 
they please. 

The foregoing is an extreme simpli- 
fication of the provisions of the act, but 
it covers the ground fairly well. Of 
the multitude of criticisms of the man- 
ner in which the act is working out 
little need be said. The unemployed 
men who are entitled to compensation 
have not been paid promptly in many 
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states. The pay is so small that the 
wiser ones prefer to get a WPA job if 
they can and forget about the compen- 
sation for which they have paid taxes 
out of their shallow pockets. The two 
taxes on pay rolls have withdrawn s0 
much money from the consuming pub- 
lic that they are blamed by Marriner S. 
Eccles for a share in causing the pres- 
ent depression. In various states graft 
and mismanagement of the states’ end 
of the Federal-state codperation have 
been reported. 

These things are regrettable, but they 
can be cured. 


HERE has been some misunder- 

standing of the financial end of the 
problem. The moneys taken in by the 
Federal government are, as has often 
been said, paid out for the running ex- 
penses of the government. But while 
this is true it is not an entirely candid 
statement. The government has simply 
been borrowing these sums from the 
payroll taxpayers instead of from the 
banks. The total indebtedness of a gov- 
ernment which is running in the red in 
any case has not been altered. Only the 
names of the creditors have been 
changed. A so-called “reserve fund” is 
being built up in the Treasury out of 
which the payments must ultimately be 
made. But it is not a “reserve fund”— 


the S. S.’s huge bookkeeping establishment in Baltimore, 


q “THERE are almost 41,000,000 names now on the rolls in 


where 4,000 men and women work in acres of space. The 
owners of many of these names have never had jobs, but they 
are forward-looking young people who see that if they have 
a ‘work ticket’ it will help them to get work. It has been 
pointed out that as a matter of common sense the registra- 
tion lists must eventually contain the name of practically 
every man and woman in the United States.” 
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only an acknowledgment of debt. By 
the Treasury’s system of nomenclature 
the bonds bought and owned by bank- 
ers are equally a reserve fund, and that 
is evidently foolish. 

This, again, can be corrected by 
legislation. If the United States gov- 
ernment ever regains its former ability 
to pay as it goes, the Social Security 
fund can be put on the same basis. The 
taxes can be reduced until they cover 
only the cost of the old-age pensions 
and the states can cut down their unem- 
ployment taxes to fit their suits. This 
will not be done, of course, while the 
present imperative need for more 
money is felt in the Treasury. Mean- 
while, it must be remembered that the 
demands upon the Federal government 
under the Social Security Act are 
mounting incredibly. 


bi, ERE are almost 41,000,000 names 


now on the rolls in the S. S.’s huge 
bookkeeping establishment in Balti- 
more, where 4,000 men and women 
work in acres of space. The owners of 
many of these names have never had 
jobs, but they are forward-looking 
young people who see that if they have 
a “work ticket” it will help them to get 
work. It has been pointed out that as 
a matter of common sense the registra- 
tion lists must eventually contain the 
_ name of practically every man and wo- 
man in the United States. The house- 
wife who does not want to bother to 
pay in her weekly three cents to the 
government as a protection against an 
old age when her husband has gone 
broke or has ceased to pay alimony 
may find that if she wants to get a pass- 
port or casha check or buy a car, a regis- 
tration ticket may facilitate operations. 

And then— 
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There are approximately 7,800,000 
people in the 51 political subdi- 
visions who are sixty-five years old or 
older. In February, 1938, which was 
the latest month for which I have statis- 
tics, 1,632,802 persons were getting 
old-age assistance, there were 558,543 
dependent children distributed among 
225,273 families, and 46,401 blind 
persons. These figures are growing 
constantly. The purely Federal old-age 
insurance plan is and will be confined 
to those workers who pay in—which 
will in the end be everybody—but the 
more a man pays in the more of a vested 
interest he acquires in the plan. He 
would not be inclined to cast a vote 
that might possibly interfere with his 
getting the benefits he has paid for 
when he is sixty-five years old. 


| the states the manipulation of the 
votes of the old folks and the blind 
and those responsible for the care of 
dependent children and their friends 
will become a part of the political ma- 
chine. The man who promises most 
will have the best chance of being 
elected to office. The Federal adminis- 
tration—-no matter what Federal ad- 
ministration — can throw a monkey 
wrench into the affairs of a state when- 
ever it wishes. If the Federal Social 
Security Board holds up the payment 
of benefits in a state because the meth- 
ods of the state’s administrators do not 
meet with its approval, there would 
certainly be an upheaval in that state. 

Add these facts to the inevitable 
hook-up with the future’s WPA and 
what have you? At the very least, one 
long step toward the totalitarian state. 
If there is a certainty in politics it is 
that the coverage of the Federal old- 
age insurance plan will be extended to 
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all classes of our population. If it is 
a sound theory that the state should 
protect its citizens in their indigent age 
—and this writer offers no argument 
against it, having in mind the unfor- 
tunate incident in which the late King 
Canute figured—then it is certain that 
the protection should not be confined 
to a favored class but should be ex- 
tended to cover all. The twenty-four 
Big Names of the advisory committee 
see that plainly. When the matter is 
presented to Congress the members of 
that body will see it even more plainly. 
It would have been included in the first 
draft of the act except that the inclu- 
sion might have made the job too 
heavy to handle. Now that the regis- 
tration department of the Social Secu- 
rity Board has done its job so well— 
and it has almost accomplished a mir- 
acle in the ticketing accurately of al- 
most 41,000,000 persons—its opera- 
tions can easily be extended. 


N° argument is offered here against 
the theory on which the Social 


Security Act is based. Poverty-stricken 
old men and women, half-starved little 
children, and the helpless blind should 
be protected against physical suffering 
by the state so far as that is possible, 
It must be repeated that the present 
faults of administering the act can be 
corrected in a comparatively short time. 
The marvel is that there have been so 
few faults and that so much progress 
has already been made. But the fact 
must be emphasized that when in the 
immediate future every man and wo- 
man in this country who earns a dollar, 
directly or indirectly, even if only by 
working in his own garden or his own 
kitchen, and all the dependent classes 
from the WPA workers to the blind 
man who sits on a street corner, are 
grouped in one great organization, 
paying to and being paid by the Fed- 
eral government either directly or 
through its potential control of state 
politics— 

When that is a fact, as it will shortly 
be, we will have taken a long step into 
the dark. 





Power Famine in Italy 


Des the spring and early summer of 1938, rainfall all over the 
United States was plentiful and considerably in excess of average 
precipitation. The contrary was true in Western Europe where spring 
drought destroyed valuable crops in France, Germany, Italy, war-torn 
Spain, and the smaller countries. Because her power supply comes 
mostly from hydroelectric stations on the Alpine slopes, Italy faced a 
severe power shortage which was relieved only by increased use of 
expensive fuel imports to operate steam-generating plants. According 
to a recent communication from the United States consul at Milan, 
warnings were sent during May to large consumers of electricity advis- 
ing them to cut their consumption by 25 per cent. 
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The Streamlining Problem of 
Transit’s Public Relations 


THE author, with the experienced viewpoint of a transit 
equipment salesman, makes a searching analysis of what 
the transit business needs to rebuild public support. He be- 
lieves that the road back to industrial health must be by way 
of anew approach. It will require fresh viewpoints, younger 
blood, and smart cultivation of public friendship. 


By ROSS SCHRAM 


| , J were riding on a train be- 
tween Mexico City and the 
border. I asked the gentleman 
on my left, an old-time English min- 
ing engineer, why it was that Mexico, 
with its very apparent potentialities, 
did not seem to develop in the fashion 
we expect in America. 

His answer, I have not forgotten, 
was: 

“If the locomotive on this train 
breaks down tonight, this crew will 
have it operating again in short order 
but probably through the use of some 
bailing wire. When they get to the 
terminal nothing more will be done 
about the matter until another break 
occurs. This is typical of the Latin 
temperament and the reason some of 
the Latin countries, despite their natu- 
ral opportunities, fail to come along.” 

I asked him if the case was entirely 
hopeless, and he replied that his own 
solution would be the importation of a 
few thousand young Americans, pref- 
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erably redheads. They would help 
to sire a new population crossed with 
typical American aggressiveness and 
initiative. 


nN a “peddler” covering the transit 
industry for many years, I have 
heard the American Transit Associa- 
tion at its Toronto convention will use 
the theme Public Relations as a sound- 
ing board for discussions. The min- 
ing engineer was talking about domes- 
tic relations in a sense, but the breed- 
ing angle of his solution certainly ap- 
plies to the public relations angle of 
the transit industry. After all, isn’t it 
a fact that some of our street railway 
operations are being allowed to bump 
along on a bail-wire basis just because 
the wheels are still going around? And 
could it be that the business needs an 
overhauling in the front office as well 
as in the shop? Before being too cock- 
sure about this, let us look back a little 
—just by way of giving perspective. 
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In the old days a certain large mid- 
western railway had a public relations 
director who was typical of that era. 
He was a former city editor, and his 
conception of public relations was that 
of “knowing” the boys on the city 
desks of the various newspapers and 
the favorite luncheon hofbrau of the 
city council. The rest of his job con- 
sisted of important details such as 
seeing that the To-the-Wild-Flowers 
bumper boards for advertising bulle- 
tins were ready at the various car 
houses on the 15th of April. The gen- 
eral manager and the senior member 
of a prominent law firm handled the 
other items of public relations with 
the political boss himself or the mayor. 
Well, maybe that set-up filled the bill 
in those days. But we do know, by the 
sure sign of revenue and passenger 
results, that something else is needed 
today. What is it? 


© ee of the most pertinent state- 
ments, at least to my way of 
thinking, was that made just before 
Labor Day by a vice president of the 
American Telephone and Telegraph 
Company, whose modern yet simple 
public relations are among the most 
successful in the utility field. He said, 
in substance: ‘“Today’s art of good 
public relations is finding out what the 
public needs and thinks and not in try- 
ing to impress upon them what you 
think they should have.” 

It is via youth, or at least the view- 
point of youth, that we can get in tune 
most easily with the mass mind these 
days. Old minds, as a general rule, re- 
fuse to accept this changing world and, 
all too often, unthinkingly try to im- 
press their philosophies instead of ab- 
sorbing the new ones. I’m not talk- 
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ing about politics—but creature habits, 
And I am not talking merely about 
physical old age—but an aged mental 
attitude which often afflicts those 
young in years. 

Today, public relations in any com- 
petitive public service business which 
hopes to cope with the change of social 
and industrial consciousness must rep- 
resent the collective mental attitude of 
all the employees towards its custom- 
ers and the public in their daily trans- 
actions. In the transit industry these 
daily transactions exist in greater 
number than anywhere else in busi- 
ness. The customer pays his other 
utility expenses once a month — not 
face to face with its agent twice each 
day. 

In public carrier service, the plat- 
form operators and the customers of 
one route have little in common, as 
they negotiate their daily transactions, 
with the platform men and the cus- 
tomers on any other route. This again 
emphasizes the point that individual 
public relations are becoming more 
and more necessary for successful 
transit management. Maybe the root 
of the trouble lies in the birth of trans- 
it as a monopoly on a flat rate fare. 
Consider what would have happened 
had we always had a responsible su- 
perintendent for each route competing 
against his kind on other routes just 
as branch managers do in the automo- 
tive and other industries. 


Pssonnet raised in a monopoly 
home must be inbred with children 
from a competitive home if the breed 
is to flourish. For example, how suc- 
cessful do you suppose the transcon- 
tinental Greyhound bus system would 
have been if in its initial years, by 
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some queer trick of fate, it had been 
necessary to man its vehicles with cer- 
tain very prevalent types of American 
steam railroad conductors or the old 
school of street car motormen? Pub- 
lic relations through the drivers 
brought intercity bus service years 
earlier than it would have arrived oth- 
erwise. Many high-class transit off- 
cials still can’t understand why so 
many millions like to ride intercity 
busses. 

The personnel of any institution 
pretty well reflects the bosses in its atti- 
tude toward the public. Regretful as 
it may be to this “peddler” with so 
many good friends in the top brackets 
of transit management, as one be- 
comes more and more retrospective 
concerning his wanderings from prop- 
erty to property, he has to admit that 
there is a lot of cross breeding required 
if the industry’s public relations are 
going to be pepped up sufficiently for 
business success. 

Joe McCarthy, of the New York 
Yanks, along about the latter part of 
July when the Cleveland Indians and 
pitcher Johnny Allen were going great 
guns, made the caustic but shrewd re- 
mark: “Wait until he gets in the 
clinches next month; watch him choke 


” 


up. 


Ow, it is no secret that the transit 
industry is at present in the 


clinches; and a goodly number of its 
top bracket executives have “choked 
up” to the extent that they are no long- 
er temperamentally fit to cultivate good 
public relations. Maybe they did great 
work back in the halcyon days of the 
industry, and maybe there are a great 
many extenuating circumstances. Cer- 
tainly they have been through a sear- 
ing siege since then; it is easy to un- 
derstand why they should feel bitter 
toward the world. They have been un- 
fairly treated by the politicians, the 
newspapers, and the general public. 
And worst of all, they have been vic- 
timized by their own principals. They 
have had to contend with rear-flank 
abuse from their stockholders, while 
at the same time standing like Hora- 
tius at the bridge to fight off a hostile 
host bent upon raiding the investment 
of these same security holders. Yes, 
there has been plenty of reason why 
some veteran transit executives should 
emerge bitter and baffled men. 

But, obviously, bitter and baffled 
men do not shine at public relations. 
After all, whatever may have hap- 
pened in the past, the transit industry 
must take the situation today as it finds 
it. If it is to survive, it must be 
manned by executives who have ini- 
tiative, freedom of action, and the sup- 
port of principals who realize that the 
transit business is no longer a mo- 
nopoly and cannot pay out unearned 


“AFTER all, whatever may have happened in the past, the 
transit industry must take the situation today as it finds tt. 
If it is to survive, it must be manned by executives who have 
initiative, freedom of action, and the support of principals 
who realize that the transit business ts no longer a monopoly 
and cannot pay out unearned dividends while other business 


investors are getting along on reduced rations.’ 
441 
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dividends while other business invest- 
ors are getting along on reduced ra- 
tions. 

Incidentally, while on the subject of 
a transit executive’s double problem 
of keeping the public as well as in- 
vestors satisfied, one wonders how 
that master of public relations, De- 
troit Edison’s Alex Dow (who is cer- 
tainly no youngster in years), would 
have handled such a situation, had he 
been at the wheel. 


W: have heard much about valu- 
ations, dead mules, horses, and 
heavenly horse cars; but public rela- 
tions are living relatives who go on 
and on just like families. The off- 
spring continue cultivating and build- 
ing (or tearing down) the institu- 
tional family prestige regardless of 
the capital assets showing on the bal- 
ance sheets. When public relations be- 
come discordant, it makes little differ- 
ence whether it can be shown that the 
track is worth $10,000 per mile or 
$100,000 per mile. Good public rela- 
tions (good will, if you please) are 
immune to physical deterioration. 
They are unaffected by rate cases or 
valuation controversies. The public 
relations theme offered at the ATA 
convention in Toronto is a happy 
thought. But it must be applied in the 
1938 tempo. The day of the To-the- 
Wild-Flowers bumper board is gone 
for good. 

Payrolls control riding, of course, 
but if there was ever a time when new 
riding habits might be formed through 
economic pressure it was during the 
past several years. In the midst of the 
nation’s greatest depression, posses- 
sing the cheapest product in their line 
of activity, few, if any, systems ag- 


gressively tried to register with the 
public what it could save by using its 
transportation. 

The public, we agree, has been look- 
ing for convenience as much as say- 
ings. The transit industry has, with 
the mobility of over 30,000 motor 
coaches and trolley coaches, tried to of- 
fer a greater convenience; but unfor- 
tunately many of those sitting behind 
the paid managements continue to live 
in the atmosphere of monopoly where 
their investments were nurtured. They 
fail in a broad and expansive way to 
recognize the need for new tool invest- 
ment in the transit field as the other 
great industries have had to recognize 
it periodically when tools or processes 
became obsolete. 


I“ the August issue of Transit Jour- 
nal, John Miller, its editor, pointed 
out that approximately 5,000city trans- 
it busses have been retired, which is 
practically the number of busses 
bought before 1926, the beginning of 
the first gestures to give the business 
new tools. Since there is little doubt 
that in the main the oldest vehicles 
have been retired first, these figures in- 
dicate that virtually all the busses 
bought since the beginning of 1926 
are still in service. Thus the age 
of the industry busses is not eight 
years but approximately twelve years, 
and one-fourth of all the industry’s 
busses are in the 8-to-12-year-old 
group. None of these busses has the 
tremendous merchandising appeal de- 
veloped in the last five years by the 
manufacturing industry. The manu- 
facturing industry in the last five years 
has spent more than it has received 
from the industry in purchases, and it 
has been instrumental in finding capi- 
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Youth and the Trend of Modern Business 


ore is via youth, or at least the viewpoint of youth, that we can 
get in tune most easily with the mass mind these days. Old 
minds, as a general rule, refuse to accept this changing world and, 
ali too often, unthinkingly try to impress their philosophies instead 
of absorbing the new ones. I’m not talking about politics—but 
creature habits. And I am not talking merely about physical old 
age—but an aged mental attitude which often afflicts those young in 
years.” 





tal, I believe, for the purchase of these 
new merchandising tools to a far 
greater degree than the owners them- 
selves. Public relations must be built 
on modern and clean equipment. 

An example of the competitive urge 
as understood by the manufacturers, 
lies in their quick assent a few years 
ago, when motors in front obstructed 
passenger entrances, to the complaints 
of the transit managers. Although it 
meant new tooling and the obsoles- 
cence of a great percentage of their 
products, they spent millions to keep 
_up with the march of time. 


bles off on another tack, it 
should be pointed out that the origi- 
nal purchase price of new transit coach 
equipment and most other equipment 
is just one-tenth of the final cost. You 
add to the first price tag the cost of an- 
nual mileage of 40,000 miles per year 
multiplied by the years of expected 
service for your final cost. Now rec- 
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ollect that economic circumstances 
have placed a ceiling over fare struc- 
ture and a floor under labor rates. The 
final nine-tenths of the cost must be 
rigidly controlled by proper manage- 
ment if you are to sight success at all. 

On so many properties the original 
superintendent of equipment grew up 
in the street car monopoly business. 
The general manager in many cases 
came up through the power end of the 
business or some other closely affili- 
ated branch of the original traction in- 
dustry. How much modernized, tech- 
nical, competitively acclimated busi- 
ness management exists for handling 
this crazy house area existing between 
the ceiling over fares and the floor un- 
der wages representing the nine- 
tenths cost? I can’t help but refer to 
this situation because there isn’t a 
“peddler” in the industry who doesn’t 
know that present-day supervision of 
trackless vehicle equipment either can 
make or lose a representative opera- 
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tion enough money in one year to pay 
the salaries of ten general managers, 
plus the rent of most of the down- 
town Office suites still in vogue. * 


|S don’t jump to the conclusion 
that I’m just slipping in a plug 
for new equipment or planting an alibi 
in the form of passing the buck to 
management. The problem goes much 
farther than that. New tools and ve- 
hicles are available to put transit on 
an efficiency basis; but, to use Joe Mc- 
Carthy’s expression, the manage- 
ments are “choked up.” They are 
either afraid or unable to develop the 
picture for those who still control the 
purse strings and are standing on the 
burning deck thinking they are pro- 
tecting their investment. Young or- 
ganizations like National City Lines 
come along and pick up 50,000 to 250,- 
000 population cities where the transit 
old guard said you couldn’t make a 
nickel ;—look at their annual statement. 

And while you’re about it, consider 
the annual revenues of the entire in- 
dustry. The American transit indus- 
try has revenues of $779,000,000. The 
post office takes in $775,000,000, and 
domestic electricity sales total $770,- 
000,000. Gasoline taxes are fourth in 
total expenditures by the public; and 
men’s clothing and furnishings, fifth. 
This means that there is still plenty of 
money in the transit business. It’s a 
big business—a business to be proud 
of and to fight for. But the manage- 
ments are choked up. 

1] believe that better supervision of track- 
less vehicle equipment and an immediate in- 
crease in economy could be obtained if ade- 
quate salary brackets were established for up 
and coming maintenance superintendents. Here 
is one place to which it should not be hard to 


neve energetic and thoroughly trained young 
ood. 
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Well, why are they so choked up? 

Could it be because many have lost 
full-hearted pride in their profession 
and business? It isn’t the money that 
men earn that makes American busi- 
ness momentum. It is the spirit of be- 
ing identified with a winning combina- 
tion. “I’m with so and so!” Being in 
the “local traction business” has made 
it tough in many places for a long time 
to say “I’m with so and so.” 

Such a situation doesn’t cause young 
fellows out of college, even though 
jobs are hard to find, to come plunging 
into the transit field. As a monopoly 
there has usually been just one transit 
company in a town, and older men 
cling to the position because a change 
means moving the family elsewhere. 
The industry hasn’t had much inter- 
breeding in its own national family. 
An exchange of a manager has oc- 
curred here and there, but that is about 
all. Then, as Joe McCarthy would put 
it, when the automobile came along 
the other team had our signals. 


mao let us get down to the specific 
public relations angle. So far we 
have discussed generalities more or 
less. Here is where more baseball ad- 


vice might be useful. Joe McCarthy 
used to tell Tony Lazzeri that one 
more grunt would send the ball 450 
feet, or over the fence and clear the 
bases. To bring this analogy home to 
the transit business, Walter Draper 
and Alfred Lundberg discovered that 
one more rider, per trip, per vehicle, 
per year would, in Cincinnati at least, 
add about $500,000 income yearly. 

Well, how do we get started on the 
road back? 

First of all, 
juvenation. The 


we must have re- 
ideal start for a 
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bigger and better public relations pro- 
gram would include a retirement plan 
for every key employee who is “choked 
up.” If his most trusted major execu- 
tive doesn’t vouch for him as being 
definitely enthusiastic about the possi- 
bilities and future of urban transit, he 
should automatically be considered as 
suspicious material. 

No. 2. Why not move down-town 
executive offices to the point of major 
maintenance activities, the better the 
chance to watch that nine-tenths of the 
cost and for the chief executives to be- 
come technically familiar with the busi- 
ness of manufacturing a ride, which 
is the sole product of the business and 
must be standardized. And how about 
the right kind of a transportation de- 
partment to sell the rides? 


HY should not division superin- 

tendents and superintendents of 
transportation be selected as trackless 
vehicle operators and chiefly for their 
youth, plus ability to talk in an im- 
promptu manner at any district meet- 
ing they can or are asked to attend? 
One man of promotion experience 
could spend his time profitably doing 
nothing else but marshalling the dis- 
trict and system presentation and 
scheduling such talks for the others. 
Open forum discussion could well be 
. featured. 


No. 3. If the permit or franchise 
permits, why not try periodical experi- 
ments in rate structure on individual 
lines? If the grants do not permit it, 
steps could be taken toward an under- 
standing with authorities. This could 
be a proper entering wedge for a zone 
scheme. Every man in the company 
could and should be looking for new 
short-cut bus route locations. There 
are thousands in the United States 
which can be started on a 5-cent fare. 
This, also, could help originate a zone 
system. 

No. 4. Into this merchandising 
group of superintendents there could 
be injected a labor liaison by means of 
hand-picked platform men expected to 
move into supervisory positions in due 
time. No more wife’s relations on the 
payroll. Merit and hard work should 
not and cannot be purged yet in this 
world. 

No. 5. And speaking of purging 
brings up the matter of the front office. 
The personnel of many other Ameri- 
can industries, as a result of the recent 
years of national confusion, are in the 
doldrums. Many transit men were 
there, through circumstances, ahead of 
them. They probably will come out 
faster than the others do. One man 
who employs many thousands re- 
marked the other day that he didn’t 
believe more than 50 per cent of his 


000. The post office takes in $775,000,000, and domestic 


q “THE American transit industry has revenues of $779,000,- 


electricity sales total $770,000,000. Gasoline taxes are 
fourth in total expenditures by the public; and men’s cloth- 
ing and furnishings, fifth. This means that there is still 
plenty of money in the transit business. It’s a big business— 
a business to be proud of and to fight for. But the manage- 


ments are choked up.” 
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top men would ever be worth a darn 
to him. While he expressed. it dif- 
ferently, he had in mind Joe McCar- 
thy’s idea about players who were 
“choked up.” 

No. 6. Every step in the program 
should be based on the benefit of the 
patron, and every representation to 
public should appear to come, as nearly 
as possible, as a decision based upon 
the rights of the public carrier rider, 
the platform force, and the manage- 
ment. 

No. 7. Why not have one day each 
month in which anybody on the force 
would be fired if he failed to ride to 
and from work on a company coach? 
Why not another day each month 
when bosses would be expected to spend 
the entire day riding the system in 
their own cars and thereafter turn in 
a written report on how observant they 
were? Why not let the straw bosses 
get away once in awhile to see how 
things are done on other transit 
properties? 

No. 8. Why not have a vehicle 
poster changed each week inside every 
vehicle, written by the best para- 
grapher who can be found and printed 
as Tiffany or Packard would do it? 
In this poster the management should 
never argue with the authorities. If 
the right man can be found to do it, 
the smartest 4-page system “house 
organ” they ever read in transit busi- 
ness would bring results. 

No. 9. Why not take the money 
saved through retiring the fellows 
who didn’t believe in their business 
and some of that saved from having 
everybody out where they are manu- 
facturing rides, plus a little from the 
surplus real estate that should be sold, 
and go on the air and the screen? 


SEPT. 29, 1938 


gga Sarge are being elected by 

radio in every state with every 
newspaper against them! Why 
shouldn’t the management likewise 
play for “public support” of the Trans. 
it Platform? ® 

As for radio programs, a transit 
business could well take the air ina 
dramatic way once a week. The theme 
could always be dramatic and tied into 
the relationship between the system 
and the public’s daily movements in 
some subtle way. Then, when some 
vital issue is raised locally, the general 
manager could go on the air as a matter 
of course, and not as though the com- 
pany had telephoned for time because 
they were scared and must reply at 
once. Brief scenarios could be written 
around that morning scramble at home 
to dress the kids and get the family off 
to routine. Once in a while Dad could 
complain about his gasoline bill, etc. 

During and after every storm a 
transit company on the air with news 
facts on transit movements during the 
storm would be listened to. Thus, Ed- 
ward Dana, of Boston Elevated, as 
early as 1923 pioneered the way for 
transit use of the air, and last month 
he was at it again. It should never 
have been dropped. 


Beis but not least, the specialized 
function of attending to public 
relations must not be overlooked. Pub- 
lic relations are, of course, a matter 


2 Since the above was written, it is interest- 
ing to note that the Detroit electorate on Sep- 
tember 13, 1938, smashingly defeated (more 
than 10 to 1) a proposed amendment to the 
city charter whereby a bus driver group at- 
tempted to install a seniority plan on the city- 
owned transit system under the lure of a 
nickel street care fare. Vigorous opposition 
by virtually all civic organizations made the 
public respond to this threat to the city’s 
financial stability. 
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which should concern all members of a 
transit organization from the top to 
the bottom. But it also needs skilled, 
experienced, and constant cultivation. 
It is not something to be practiced just 
every other day. Every man on the pay- 
roll should be building public relations 
every day on every route. 

As I read back over the foregoing 
passages, I seem to hear the voice of a 
cynical reader remarking: “But you 
can only catch necessity riders any- 
way!” So what! Maybe we are 
plagued with a widespread WPA 


psychology. I claim it’s still worth the 
trouble if one only has the courage to 
believe in his own business and the fu- 
ture of his own country. Perhaps we 
wouldn’t double the gross the first 
year. 

We would have the organization 
to seize old opportunity as soon as his 
forelock showed up around the corner. 
The community would know that we 
were alive. We would have a business 
to be proud of once more. We would, 
in short, be on the road back. We'll 
never get there on bail wire. 








A Texan Speaks His Mind on the New Deal 


¢ “T= New Deal has been interested in limiting production, instead 
of increasing consumption; it has been interested in fixing prices 
instead of increasing income; it has been interested in money income 
instead of real income in terms of more goods produced and consumed ; 
it has been interested in increasing money wages and in reducing the 
length of the work-day in industry, instead of increasing the total volume 
of employment; and it has sought to attain all these objectives by 
greater centralization of governmental power and by methods of coer- 
cion and restriction. Its only method of restoring the lost purchasing 
power of the people has been that of huge government spending, financed 
by increased taxation and by government borrowing, resulting in the 
placing of intolerable burdens on private enterprise, and in an unprece- 
dented public debt and a chronically unbalanced budget. The present 
cotton crisis is part of the whole picture, and the whole country, not 
merely the South or the cotton farmers, is being affected by it. If it is 
true that ‘sales make jobs,’ it is equally true that lack of sales makes 
unemployment. And the declining sales of American cotton constitute 
one of the major causes of unprecedented unemployment throughout 
the country today. 
“The New Deal must go, lock, stock, and barrel, if there is ever to be 
a restoration of stable prosperity and a resumption of orderly economic 
progress in this country.” 
—PETER MOLYNEAUX, 
Editor and Publisher, The Texas Weekly. 
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Wire and Wireless 
Communication 


HERE is probably no business more 

definitely linked to population 
trends than the utility business and no 
utility business more so than the tele- 
phone and the somewhat allied telegraph 
business. Hence, the recent release by 
the Superintendent of Documents at 
Washington, D. C., of a report of the 
National Resources Committee on 
“Problems of a Changing Population” 
was followed with interest by the com- 
munications fraternity. 

The main point stressed in the report 
is not exactly news; namely, that the 
national population curve is leveling off 
at such a rate that it will reach its peak 
about 1955 and thereafter will, following 
a brief static period, commence to de- 
scend like the population trend of France 
and other European countries with their 
falling birth rates. The implied appli- 
cation to the telephone and telegraph 
business is very evident. 

First of all, it is obvious that the tele- 
phone and telegraph service is chiefly 
an adult service. Unlike gas and elec- 
tricity which warm the baby’s bottle and 
power children’s toys and appliances, 
the telephone, and even more definitely 
the telegraph, is the medium of com- 
munication primarily designed for per- 
sons at least out of grammar school age. 
And as the proportionate bulk of the 
population becomes older and_ less 
mobile, there is bound to be increasing 
use of facilities needed by stay-indoors 
folks. 

The impending decline in the birth 
rate also implies the eventual falling off 
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of new installations. Thus, the com- 
munications outlook, from a population 
trend angle, is for a slackening increase 
and eventual decline in new subscribers, 
with a corresponding increase in use per 
customer. 


HIS is only a forecast, of course, 
based upon presently discernible 
trends. According to the National Re- 
sources Committee, our population will 
reach a peak of 150 million (possibly 
158 million) in continental United States 
around 1955. Unforeseen circumstances 
may intervene to change the picture. 
War, for example, has always had a 
brief stimulating effect on the birth rate 
which biological statisticians have never 
been able to explain satisfactorily. A 
dictatorship government might make 
some difference in bringing pressure to 
bear on the declining birth rate through 
subsidies (a procedure which has, so far, 
had only indifferent success in foreign 
dictatorship countries). Acquisition or 
loss of populated territory would, of 
course, have an immediate but not neces- 
sarily a long-range effect on specific na- 
tional populations. (Thus, the German 
population recently jumped from fifty 
to seventy million through the acquisi- 
tion of Austria.) By and large, how- 
ever, business men may expect the 
population trend to follow the course 
calculated by the National Resources 
Committee. 
Thus, it seems destined that the 
average age of population will increase. 
More older people will be living and 
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working — with relatively fewer young 
people coming up to take their places in 
the affairs of social and business inter- 
course. The communications industry, 
therefore, is faced with the ultimate 
limit of its population frontier for new 
business. Instead of annual population 
waves being constantly added to the na- 
tional “market,” future business in- 
creases, if any, must come from more 
thorough cultivation of the “market” 
already available. Eventually even this 
will begin to shrink. The situation is 
analogous to the pioneer farmer who has 
become accustomed to clearing new acres 
every year until finally he is within sight 
of the seashore. Soon he must depend 
entirely on more intense harrowing of 
the acres already cleared. 

Then too there will be cross trends 
within the diminishing general popula- 
tion trend. The NRC report points out 
that upper class and middle class fami- 
lies are having even less than the general 
average number of children. This will 
inevitably mean an increase in the pro- 
portion of lower income groups and a 
corresponding compression of wealth 
within the dwindling high income family 
groups. As the popular song of twenty 
years ago put it, “the rich get richer and 
the poor get children.” 

Again, the birth rate seems to be higher 
ina southern belt stretching across the 
United States from Virginia to the 
Texas Panhandle. While all this is hap- 
pening, oddly enough, the negro popu- 
lation is diminishing in proportion to our 
white stock. All these cross currents 
will unquestionably affect the future of 
the communications business. 


MM” direct, perhaps, than the un- 
predictable social and psychologi- 
cal effect of these population trends upon 
the business outlook, will be the eco- 
nomic and political effect. Already the 
old-age pension movement is challeng- 
ing the serious attention of the business 
community which must provide the 
wherewithal (through tax revenues) to 
pay for all such social subsidies. With 
an increasing national debt and a dimin- 
ishing birth rate, business must in self- 
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defense seek to impose some economic 
restraint upon government spending. 

Educational lobbies, labor lobbies, 
old-age lobbies, are all bending in the 
other direction. Business which must 
foot the bill in the final analysis seems 
to be the sole organized counter force. 
For example, the NRC report shows that 
the nation’s peak baby crop of three mil- 
lion came along in 1921. That bumper 
crop has now reached high school age, 
crowding the school to capacity. Edu- 
cational lobbies are busy agitating for 
more and better paid teachers for bigger 
and more costly schools—geared to this 
peak demand. 

When this peak subsides, as it surely 
must, the educational lobby will resist 
the movement to curtail and retrench 
accordingly. Yet, business must insist, 
if the tax rate is to be borne—with 
fewer shoulders to bear it. Other spend- 
ing lobbies will likewise resist the need 
for curtailment that will follow in the 
wake of a subsiding population wave 
as the “alumni” of our peak baby class 
of 1921 move through the various grades 
of life. Business must adjust itself to 
survive and the communications indus- 
try will be compelled to do more than the 
average amount of adjusting. 


* * * * 


oME farmers in Nebraska are trying 
S to work out a new solution to the 
problem created by the refusal of the 
Rural Electrification Administration to 
advance funds to defray the cost of 
metallizing rural telephone lines to elimi- 
nate inductive interference from new 
rural power line construction. The legal 
battles between the REA and the rural 
telephone companies (on the issue of the 
liability of rural power codperatives to 
share at least in the cost of such re- 
habilitation) have been moving slowly 
through the state commission with the 
honors, roughly, about even so far. A 
recent settlement of two rural codpera- 
tive certificate suits before the West Vir- 
ginia Supreme Court spoiled a promising 
test case on the question of whether such 
codperatives are “utilities” subject to 
commission jurisdiction, in the absence 
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of statutory language to the contrary. 

In Nebraska, the state commission has 
been favorable to the rural telephone 
companies and recently gave the East- 
ern Nebraska Public Power District ten 
days to deénergize rural power lines 
or else come to some agreement with the 
Union Telephone Company of Unadilla 
over sharing the expense of metallizing 
that company’s grounded circuits. 

Upon motion for rehearing, the com- 
mission refused a new trial but did grant 
an extension of the time limit for de- 
énergizing the power lines to enable cer- 
tain protesting farmers to reach a com- 
promise with the telephone company. It 
seems that many of the farmers have in- 
vested in electrical appliances and have 
already changed over to motorized water 
pumping and electrical illumination, 


and so forth; so that the deénergizing 
of the lines would seriously incon- 
venience them. 

The farmers had an interesting propo- 
sition at that. A delegation of them called 
on the commission and expressed their 
own willingness to pay 25 cents a month 


more on their telephone bills so as to 
enable the telephone company to go 
ahead with the necessary expenditure for 
eliminating the troublesome interference. 
If the farmers can get enough telephone 
subscribers to agree to the increased 
monthly phone bill, the commission may 
decide to order the rate increase and take 
care of the matter in that way. In any 
event, REA has sent instructions from 
Washington that it has ample money for 
(legal) defense but not one cent for 
tribute (to the telephone companies). 
The rural telephone industry and rural 
power industry alike are watching for 
the results with interest. 


* * * * 


ROM the office of the American Com- 

mercial Attaché at Copenhagen 
comes word that the Danish Minister of 
Public Works has presented a proposal 
to the government finance committee for 
nationalization of all Danish private 
telephone companies. It is planned to 
take the companies over gradually and 
in such a way that the government con- 
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trols the majority of their share capit 
when their concessions expire, where. 
after the companies shall be continued 
under their present joint stock company 
form for an additional ten years an 
then, finally, be incorporated complete! 
under the Ministry of Public Works and 
be administered as a separate bureau or 
department similar to the mail and tele. 
graph departments. 

The privately owned telephone com. 
panies are: (1) The Copenhagen Tek. 
phone Company, which has a share capi- 
tal of 55,000,000 kroner, of which the 
government already owns 14,000,000 
kroner, and which operates on a con- 
cession expiring in 1939; (2) The Jut- 
land Telephone Company, operating on 
a concession expiring in 1942, and with 
a share capital of 24,000,000 kroner, of 
which the government owns 890,000 
kroner; (3) The Lolland Falster Tele- 
phone Company, capitalized at 3,500,000 
kroner, of which the government owns 
1,025,000 kroner, operating on a conces- 
sion expiring in 1939; (4) Bornholm 
Telephone Company, capitalized at 600; 
000 kroner, of which the government 
does not hold any as yet; (5) Funen 
Municipal Telephone Company, a mu- 
nicipal enterprise operated by a num- 
ber of cities on the island of Funen; 
and (6) Samso Telephone Company, 
capitalized at 107,000 kroner, and about 
10 very small telephone companies in the 
southern part of Jutland. The conces- 
sions of all these last mentioned com- 
panies expire in 1939, (Krone equals 
about US $0.22.) 

The government will require about 
18,000,000 kroner in 1939 and 14,000- 
000 in 1942, or a total of about 32,000- 
000 kroner to secure the majority of the 
shares of the companies involved, while 
a total of 83,700,000 kroner will be neces- 
sary to release the combined share capi- 
tal of all companies. It is expected that 
the funds necessary will be provided 
through a government loan. 


x* * * * 


HE current war scare in Europe 
has sent utility lawyers scurrying 
to their libraries to find out just to what 
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WIRE AND WIRELESS COMMUNICATION 


extent, under existing law, Uncle Sam 
may expect every utility to do its duty. 
The Federal Power Act (§202 [c]) 
merely gives the FPC the right to re- 
quire emergency interconnection, and 
this apparently applies only to interstate 
power companies otherwise subject to 
the act. The new Natural Gas Act con- 
tains no emergency provisions at all. 
The Communications Act, however 
(§606), contains somewhat elaborate 
provisions dealing with the powers of the 
President over all wire and wireless 
facilities in the time of war and, in the 
latter case, even upon the mere threat 
of war. 

The authority of the President over 
the radio stations is the broadest because 
it may be exercised to preserve our neu- 
trality, whereas the authority to deal 
with the telephone and telegraph facili- 
ties seems to be limited to the “continu- 
ance of a war in which the United States 
is engaged” —and it would, presumably, 
cease automatically with the termination 
of such a conflict. 

As to the radio stations, the Presi- 
dent’s emergency power is supreme— 
displacing entirely the authority of the 
FCC if he sees fit. The President may 
suspend or amend any FCC radio regu- 
lation. He may suppress radio stations 
and even commandeer their complete op- 
eration by a government agency. 

In the telephone and telegraph field, 
the President’s war-time powers are not 
so extensive under the Communications 
Act, although they do seem to extend to 
all facilities “essential to the natural de- 
fense”—thus including intrastate inde- 
pendent telephone companies, as well as 
the Bell System. 

Specifically, the Communications Act 
provides for compensation for govern- 
ment usage of communications during 
the national emergency. Generally speak- 
ing, it is not believed that the emergency 
powers of the Federal government un- 
der the Communications Act amount to 
much more than the right to priority 
and stricter supervision of management 
in the interest of national defense. 

Specific legislation would probably be 
needed to authorize the government to 
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displace management completely and 
take over entire administration of the 
communications industries as commer- 
cial enterprises. Such special legislation 
was found necessary with respect to 
government supervision of the tele- 
phone, telegraph, and railroad systems 
during the World War. 
* * * * 
RECENT telephone subscriber strike 
to resist a rate increase does not ap- 
pear to have succeeded. Telephone com- 
pany officials in Hazen, Ark., were non- 
committal regarding a dispute over the 
increased rates placed in effect July Ist. 
Apparently they have no intention of 
complying with a blanket removal order 
signed by a third of the subscribers re- 
questing removal of phones August Ist 
unless the old rates were restored. Bills 
for the current month were mailed to 
subscribers carrying the higher rate, the 
same as last month. 

It was reported that a number of tele- 
phones were removed. Several more 
were reinstalled after such removal. It 
was also reported that approximately a 
third of those signing the removal order 
rescinded their action when interviewed 
by telephone representatives. A major- 
ity of the business houses retained their 
telephones. Only two in the largest busi- 
ness block were removed with six re- 
maining. 

* * * * 


BF tien Indiana Bell Telephone Com- 
pany’s case, in which the company 
is seeking a system-wide consideration 
of its rates, reached the conference stage 
before the public service commission. 
Several hearings have been held by the 


commission intermittently in recent 
months. 

The case started several months ago 
when the company filed the petition, 
ending telephone rate cases pending be- 
fore the commission which involved city 
exchanges owned by the company in the 
state. The company asked for system- 
wide consideration of its properties and 
rates as opposed to investigations by in- 
dividual exchanges. An appraisal and 
audit of the company’s system is being 
completed by commission engineers. 
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Wear-time Power Reserves 


Needed? 


HILE the danger of invasion of our 

Atlantic seaboard by foreign forces 
seems remote, steps have been taken to 
move our gold hoard to Kentucky, our 
silver up the Hudson to West Point, air- 
force headquarters to the Middle West, 
etc. Now President Roosevelt has desig- 
nated a committee, headed by Acting 
Secretary of War Johnson, to report 
within sixty days on a plan to eliminate 
“bottlenecks” in power distribution 
which might make Eastern centers of the 
United States vulnerable under attack. 
Other committee members include Sec- 
retary Ickes, Assistant Navy Secretary 
Edison, Chairman Douglas of the SEC, 
Basil Manly of the FPC, and Frederic 
Delano of the National Resources Com- 
mittee. The President desires the com- 
mittee to draft “enabling legislation, rec- 
ommending necessary appropriations and 
other measures.” 

According to press reports, govern- 
ment estimates indicate that 15 im- 
portant coastal cities, including New 
York, Baltimore, and Washington, do 
not have the minimum reserve transmis- 
sion facilities for adequate military pur- 
poses, but details regarding the data used 
in reaching this conclusion have not been 
published, and no estimates of the cost of 
new facilities have appeared. One of the 
“bottlenecks” is the fact that Baltimore 
and Washington have no way of getting 
a power supply if their own resources 
are cut off. It would be eliminated if 
they were linked with the supply of 
Philadelphia and New York. 

The need for new construction was 
emphasized by Assistant Secretary Edi- 
son, who held that modernization of 
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and 
Comment 


By OWEN ELY 


power distribution facilities was prob- 
ably three years behind normal schedule 
because of the lack of financing by power 
companies. “One of the committee’s 
functions,” he stated, “will be to find 
ways and means of cooperating with pri- 
vate utilities that have gotten behind, and 
help them to catch up.” The indicated 
program appears to involve the develop- 
ment of a “gridiron,” making possible 
immediate interchange of power from 
one part of the country to another. 
Despite Mr. Edison’s comment, it is 
noteworthy that the committee includes 
no representatives of the utilities them- 
selves. If the government really wishes 
to “help” the utilities, why not call in 
representatives of the principal systems 
involved? War is hardly so imminent 
that the matter has to be placed on an 
immediate military footing; and if so, 
why is the SEC represented? The New 
York Sun remarks editorially : 
... the complexion of the committee . . . sug- 
gests that they will bring in the kind of re- 
port that is wanted and that their sugges- 
tions for remedying a possible shortage of 
power will conform to the administration’s 
oft-repeated policies. The latest Roosevelt 
suggestion is regarded as a build-up for ex- 
pansion of the Federal power program of 
which the costly TVA is a sample. 


O* the other hand, a widely read and 
much respected confidential Wash- 
ington letter recently stated flatly that 
the President’s committee to study wat- 
time power needs is a bona fide prepared- 
ness move, and nota sly back-door effort 
to revive the plan for regional power 
authorities, nor merely another govern- 
ment ownership maneuver. 

It pointed out that big government hy- 
droelectric dams could be more easily 
wrecked in war times than inconspicuous 
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FINANCIAL NEWS AND COMMENT 


local steam plants. This point will prob- 
ably be aired and the findings may influ- 
ence the SEC to insist on integration 
with interconnections in holding com- 
pany reorganizations. The Washington 
columnist, Paul Mallon, has even sug- 
gested that a new emergency board might 
consider the wisdom of exempting, from 
FPC and SEC jurisdiction, certain large 
intrastate power units which now hesi- 
tate to connect their lines because they 
do not want to come under Federal power 
regulation. The extent of such exemp- 
tion would, of course, be only for the 
purpose of accomplishing the emergency 
interconnection. 

There is a good chance that the Presi- 
dent’s committee will also bring out the 
fact that new capital is hard to raise as 
long as government policy is hostile to 
companies. Certainly the need for new 
equity capital for expansion of private 
facilities can hardly be overlooked in the 
committee’s study. Nor is it likely to pass 
over the fact that the government’s ex- 
pensive dam-building program has been 
conducted chiefly in the Southern and 
Western areas, remote from our main 
industrial centers. There is a possibility 
that a suggestion for new power con- 
struction in the Eastern areas may be 
accompanied by hints of government 
loans to accomplish the result. 

The administration in recent years has 
made several well-publicized beginnings 
toward collaboration with the utilities, 
but each time the effort has broken down 
because the government was unwilling to 
modify its policies substantially. With 
the continued hostility of Federal 
agencies and their varied efforts to en- 
| croach on the private field, utility stocks 
have continued to make a drab showing 
marketwise. The utilities are success- 
fully completing their bond-refunding 
program, but “new financing” continues 
below normal. Last year the companies 
spent about $455,000,000 to increase 
their facilities, but this year’s program 
may drop below last year’s. 


Avip Lawrence in his column, “To- 
4 day in Washington,” recently 
pointed out that over a year ago Presi- 
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dent Roosevelt had available a confiden- 
tial report from the Federal Reserve 
Board which pointed out (1) the need 
for larger electric power reserves, (2) 
the fact that it takes two to three years 
to develop new generating facilities, and 
(3) that the administration itself has 
been largely responsible for this situa- 
tion. Mr. Lawrence quoted as follows 
from the document: 

Whether the requisite capacity to main- 
tain the 1937 capacity-use factor will be 
forthcoming—and its approximate mainte- 
nance may be regarded as a condition for 
the avoidance of power shortages—will de- 
pend in part on the political and financial 
position of the power companies in general. 

From the political standpoint, their recent 
experiences have not been happy, what with 
the threat of direct competition from exist- 
ing and projected Federal hydro develop- 
ments—not to mention municipal enterprises 
financed by Federal aid—as well as adverse 
publicity, higher taxes, the “holding com- 
pany” law, and a steady downward pressure 
on rates. Political hazards have doubtless 
been exaggerated, but it cannot be gainsaid 
that they have caused a great deal of jittery 
sentiment among utility managements and a 
disposition to avoid unnecessary commit- 
ments, a disposition which still obtains. 


In our opinion, now that the need for 
further interconnection in the East has 
been brought to the attention of the util- 
ities, it will not take strong urging on 
the government’s part or any big alloca- 
tion of public funds to complete the de- 
sired program. During the period when 
holding companies were in fashion, im- 
portant banking interests representing 
large Eastern properties pooled their ef- 
forts to work out a broad program for 
interconnection in the East. The very 
names of American Superpower and 
United Corporation suggested this pol- 
icy. That the program was not carried 
through to eventual completion was prob- 
ably due to the severe depression of 1929- 
32 and later to the enmity of the Federal 
government toward holding companies. 
In the past year or two Mr. Roosevelt 
has imported the English term “grid” as 
a substitute for the term “superpower” 
previously used by the utilities. There 
is no difference. A wide degree of inter- 
connection already exists but the pro- 
gram should be completed. The com- 
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panies will doubtless be glad to do it if 
the government will permit them to make 
their own plans and obtain any reason- 
able loans from the PWA needed to sup- 
plement private funds. There is no need 
for the government to do the job. 

That the industry is willing and able 
to step up its expansion program in line 
with current business improvement is 
indicated by Niagara Hudson’s recent 
announcement of a new $9,500,000 steam 
plant, which will produce power at only 
about one-quarter the fuel consumption 
per kilowatt hour required two decades 
ago. The turbine-generator will be the 
largest built since 1931. 


5 
“Better Days Ahead” 


ILEY E. Elgen (chairman of the pub- 

lic utilities commission of the Dis- 

trict of Columbia) in a recent issue of 
Barron’s writes as follows: 


Each year, during the past decade, in the 
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capital of the nation old customers of the 
private electric light and power business 
have used increasing quantities of electric 
current. New neighbors of these old cus. 
tomers have been added largely to existing 
as well as to some new, distribution lines, 
until at the end of ten years the output of 
the power plants had increased more than 
23 times. . 

In nearly ‘all lines of business, names of 
customers furnish the liveliest list of sales 
prospects obtainable. This has been demon- 
strated during the past decade as peculiarly 
applicable to the power business. . . . A more 
ideal sales situation would be hard to con- 
ceive; and, furthermore, monthly billing af- 
fords an inexpensive opportunity for “direct 
by mail” selling of additional services. .. 

Conservative experts estimate that the use 
of kilowatt hours will double in ten years, 
In a word, by simple salesmanship or good 
merchandising, the industry will gain’ ina 
decade an additional volume of business 
equal to that which required more than a 
half century of study and hard work and an 
investment of over $13,000,000,000 to 
achieve. The future of the electric business 
appears to offer far greater opportunity for 
service and profit than the past... 

That plant capacity does not necessarily 
have to keep step with sales of current is 
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found in a recent report of the Federal 
Power Commission which shows that from 
1920 to 1937, although the sales of current 
of privately owned utilities increased three 
times, this was attained with an increase of 
only 2.7 times the production capacity... . 
The experience under the Washington 
Plan of regulation in the District of Colum- 
bia has been: That while the sales of elec- 
tric current increased 3.7 times, there has 
been an increase of 2.1 times in the generator 
capacity and an increase in the property in- 
vestment of 2.3 times. This indicates that 
to furnish double the sales of current (to 
200,000,000,000 kilowatt hours, from 100,- 
000,000,000 kilowatt hours) in ten years it 
would be necessary to spend at least $400,- 
000,000 annually for additional plant and in- 
creased capacity. That is an increase of one- 
quarter times present investment. In addi- 
tion, about $300,000,000 annually would be 
required to replace worn-out property. 


5 


Utility Bonds Added to Legal 
List 
fire following utility bonds have re- 
cently been added to the list of legal 


investments for savings banks in the state 
of New York: 


600,000 
Central Hudson Gas & Electric, Ist 

and ref. 34s, 1967 
Central New York Power, gen. 3$s, 

1962 48,364,000 
Consumers Power, Ist 34s, 1967... 9,000,000 
Fall River Electric Light, 1st 34s, 

000,000 


1968, series A 
Northern New York Utilities, 1st 

lien and ref. 7s, 1946, series A.. 1,160,000 

Ist lien and ref. 6s, 1947, series B 1,293,000 
Ohio Public Service, 1st 4s, 1962. .28,900,000 
Rochester Gas & Electric, gen. 33s, 

1967, series H 000,000 
Utica Electric Light & Power, Ist 

5s, 1950 1,000,000 
Utica Gas & Electric, ref. and ext. 

5s, 1957 4,610,000 


Electric Output Compares 
Favorably with Other 
Business Indices 


LECTRIC power output in the United 
States for the week ended Septem- 

ber 3rd amounted to 2,134,057,000 kilo- 
watt hours, a slight drop from the pre- 
ceding week, this being the first decline 
in the weekly figures since July 9th. On 
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a comparable weekly basis, output is run- 
ning about 7 per cent under last year. 
This is one of the most favorable com- 
parisons for any of the leading weekly 
indices of business activity, as indicated 
by the following recent percentage de- 
clines from last year: 
Steel operations 
Carloadings 
Department store sales 


Automobile output 
Times Business Index 


” 
” 


The answer is partly the large and 
stable residential load. However, the fig- 
ures also illustrate a point which many 
investors seem inclined to overlook—the 
fact that the industry is in a continued 
long-term up-trend, rather than the 
down-trend which has characterized the 
railroad industry in the past two decades. 
While the industry is still feeling the ef- 
fects of the “recent” depression, it is 
comforting to note that output is still 
about 45 per cent above the 1932 level. 


> 


New Financing 


HE $10,000,000 Gulf States Utilities 

Company 4s of 1966 offered August 
31st at 104 constituted the only recent 
public financing of importance. The 
bonds were offered by a syndicate headed 
by Stone & Webster and Blodget and 
were readily absorbed by institutional 
buyers. 

Some of the smaller refundings con- 
tinue to go directly to institutions. Buf- 
falo Niagara & Electric Corporation has 
arranged for the private sale of $2,375,- 
000 general refunding bonds to the 
Metropolitan, Prudential, and Mutual 
Life Insurance companies. Proceeds of 
the bonds, which will bear 3} per cent 
interest, will be used to refund an issue 
of Buffalo General Electric Company 5s 
due next February. Indiana General 
Service Company, a subsidiary of Amer- 
ican Gas & Electric Company, is selling 
$6,500,000 first 34s due 1968 to three in- 
surance companies at 1014. 

A number of large issues are under 
consideration for public offering later 
this fall. The issue of $42,000,000 Vir- 
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ginia Electric & Power refunding bonds, 
which was under discussion for some 
weeks, was expected to go into SEC 
registry about September 15th, and the 
$80,000,000 Public Service of Northern 
Illinois refunding deal was also expected 
to go into registration during September. 

On September 21st Michigan Consoli- 
dated Gas Company of Detroit was sched- 
uled to issue $34,000,000 first mortgage 
4s of 1963 and $8,000,000 4 per cent notes 
due 1939-48. The Detroit city council re- 
quested a delay due to a technical issue 
regarding rate authority jurisdiction, but 
the bankers were expected to proceed 
with the offering. Proceeds of the issue 
will be used to redeem bond issues of 
Detroit City Gas Company, Washtenaw 
Gas Company, and Grand Rapids Gas 
Light Company. Dillon, Read and Mel- 
lon Securities Corporation are the prin- 
cipal underwriters. 


¥ 


Corporate News 
_ New York Tribune recently re- 


ported that “conversations” were 
being held with regard to a possible mer- 
ger of Brooklyn Union Gas Company 
with Consolidated Edison Company. 
This resulted in a flurry of activity in 
“Bugs” bonds, as traders call the Brook- 
lyn Union Gas issues. The rumor, how- 
ever, met with denials. 


Central States Electric Corporation, 
one of several large investment holding 
companies topping the North American 
system, is considering a plan for reduc- 
tion of interest payments. The company 
announced in its June 30th report that 
in order to meet bond interest it had had 
to liquidate at current low levels 75,000 
shares of North American, and appar- 
ently it is deemed unwise to continue the 
sale of assets to meet fixed charges. 


Press reports indicate the possibility 
of an increased dividend rate for Com- 
monwealth Edison of Chicago. In the 
first half of this year the company earned 
$1.22 a share compared with $1.28 in 
the first half of 1937. Dividends de- 
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clared thus far this year have been at the 
rate of 31} cents a share quarterly. Dj. 
rectors are scheduled to decide on the 
next quarterly dividend late in Septem. 
ber, at which time the November ls 
payment will be voted. 


Brooklyn-Manhattan Transit Corpo- 
ration’s annual report for the fiscal year 
ended June 30th showed consolidated net 
income of $578,168 compared with net of 
$4,508,462 in the previous year. The de. 
cline was attributed to increased com- 
petition with the Independent Subway 
System and higher taxes and wages. The 
number of passengers dropped about 5 
per cent, while wage rates gained about 
13 per cent, and taxes nearly 7 per cent. 


The SEC hearings on plans to reor- 
ganize the Utilities Power & Light Cor- 
poration, which began August 29th, at- 
tracted more than a score of lawyers 
representing banking and utility inter- 
ests, who were doubtless anxious to ob- 
tain clues regarding the commission’s 
attitude to the whole problem of apply- 
ing the “death sentence.” The hearings 
are expected to last for some time. 


Associated Gas & Electric Company 
has announced that it has funds avail- 
able for the purchase of 54 per cent con- 
vertible investment certificates. The 
company is expected to continue its liti- 
gation with the SEC regarding its right 
to solicit extensions to the maturity of 
the issue, although it is understood that 
only about $2,000,000 of the original 
$31,000,000 remains outstanding. 


National Power & Light Company will 
redeem the remaining outstanding 5 per 
cent first mortgage bonds of Tennessee 
Public Service Company, aggregating 
about $1,050,000, at 104 and accrued in- 
terest. Thus “hold-outs” who refused to 
join the great majority of bondholders 
in voluntarily accepting the offered price 
of 974, have been able to obtain a 
premium of 63 points. It is understood 
that the premium will have to be paid 
on about 15 per cent of the outstanding 
bonds. 
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Federal Finance and 
Utility Taxes 


ES geocs on privately owned public 
utility companies have been in- 
creasing rapidly during the past five 
years. In 1932 taxes took 11.9 cents 
per dollar of gross revenue, and in 1937 
it took 15.7 cents per dollar of gross 
revenue. Thus, despite the continued 
growth of electric distribution, increased 
tax burdens in the United States lessen 
the possibility of further large rate re- 
ductions. 

While state and municipal taxes on 
private utilities have grown steadily, the 
increase in Federal taxation has been 
much more spectacular. As pointed out 
by Alex Dow, president of the Detroit 
Edison Company : 


Taxes continue to increase. Local authori- 
ties now tax our ownership of property, 
they tax our corporate existence, they tax 
our sales of electricity, and they tax our 
payroll, 

They even tax us as a “chain store.” Not 
to be outdone, Federal authorities tax our 
income, they tax our sales of electricity, 
they tax our capital stock, and they tax our 
payroll—on two counts. Total taxes (of 
the Detroit Edison Company) for 1937 were 
$7,703,987, as compared with $7,005,606 for 
1936, a ratio of increase larger than that of 
gross earnings, while net earnings have 
actually decreased. ... 

Expenditures of the national government 
continue from year to year to exceed its 
revenues. The national debt, therefore, in- 
creases. This is setting up against us and 
against all other taxpayers a contingent 
liability, which cannot yet be recorded on 
our balance sheet, but is none the less real. 


President C. W. Kellogg, of the Edi- 
son Electric Institute, in a paper before 
the recent meeting in Vienna, Germany, 
of the World Power Conference, stated : 

At the present rate of taxation upon the 
electric light and power companies, nearly 
$6 a year, or 50 cents per month, is con- 
tained in the household electric consumer’s 
annual bill for service. This increase in tax- 
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ation has more than offset the slight growth 
in the annual payment of the average con- 
sumer. 

After deduction for taxes, revenue per 
consumer is less than it was seven years ago, 
in spite of the fact that the utility companies 
have to furnish each consumer with 250 (or 
45 per cent) more kilowatt hours of elec- 
tricity per year... . In the matter of tax 
expense the electric utilities are in a very 
different position from the ordinary indus- 
trial or commercial organization, which can 
mark up the price of their product accord- 
ingly without resort to long negotiations 
with the regulatory authorities. It is ap- 
parent, however, that the stockholders can- 
not indefinitely continue to absorb the ris- 
ing cost of government in the United States 
and it is highly probable that public service 
commissions entrusted with the regulation 
of tariffs may soon be ready to consider the 
compensation of the various utility systems 
for the increase of burdens wholly beyond 
their control. 


Mr. Kellogg also referred to the 1937 
annual report of the New York Public 
Service Commission, which stated that 
“the fact that the amount of voluntary 
reductions in 1937 compares unfavor- 
ably with that in 1935 probably is due to 
a large extent to the effect of the 3 per 
cent tax on gross revenues of utility 
companies. ... There can be little doubt 
that this tax has deterred the making of 
voluntary reductions. It has also pre- 
vented the commission from issuing 
orders reducing electric rates and has 
lessened the reductions ordered in other 
cases.” 


SIDE from the heavy burden of taxa- 
tion which Federal expenditures 

are placing upon utilities, even under its 
present record of unbalanced budgeting, 
more disturbing is the outlook because 
there is no end in sight for the adminis- 
tration’s improvident habit of deficit 
financing. On the contrary, most of the 
measures which the New Dealers in 
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WHAT OTHERS THINK 


Washington seem to be cooking up for 
the next congressional session would in- 
volve even more Federal spending. Such 
is the public health proposal to spend 
$850,000,000 a year for ten years—all of 
which would come as another tax on the 
business community, just as the funds 
for social security and relief are now de- 
rived. 

The weekly Washington utility letter, 
P.U.R. Executive Information Service, 
recently expressed this situation very 
succinctly as follows: 


The financial danger is not imminent. 
Thanks to a money market almost made to 
order for the borrower, the Federal gov- 
ernment is still able to obtain funds at 
record low rates; while some degree of in- 
dustrial recovery has quieted, for the pres- 
ent, the stock market and the business com- 
munity in general. But the blunt truth re- 
mains that there will be not only an inevitable 
continuation of government borrowing and 
deficit financing, but every indication that 
the load may have to be increased to the 
danger point in the event of international 
complications. 


The Washington service was accom- 
panied by a graphic sketch (which is re- 
produced herewith), showing the rela- 
tive progress of our national debt and 
population, sampled during the final year 
of each presidential administration since 
Cleveland’s second term. Commenting 
on this chart, the Washington letter con- 
tinued : 


Note the abrupt skyrocket in the public 
debt during the Wilson administration, 
made necessary, of course, by the expense 
of the World War. Note next the equally 
sharp boost during the Franklin Roosevelt 
administration—without a World War. 
Now the question arises, could the Federal 
government stand the necessary demands 
on its credit which another general European 
war would require, even if we should suc- 
ceed in staying out of it ourselves? (There 
are the unescapable costs of “preparedness” 
and the curtailment of trade relations which 
always accompany war restrictions on neu- 
trals.) Again, how can the New Deal even 
put the breaks on peace time expenditures 
tor relief? WPA, originated as an emer- 
gency relief organization, reported last week 
an all-time high record for its disburse- 
ments. It is now caring for approximately 
10,000,000 of our population. How did these 
people ever live before the New Deal? How 
can they be returned, if ever, to normal pri- 
vate employment? 


These are questions which plague Wash- 
ington as it watches the rising tide of red 
ink on Treasury ledgers, while the war 
drums roll in Europe. Even under our pres- 
ent peace time government, the gross public 
debt is certain to go well over the forty bil- 
lion mark before the end of Roosevelt’s 
second term. In other words, in less than 
eight years the New Deal will have doubled 
the national indebtedness. Inflation or high 
taxes, probably both, seem to be the only 
avenues left open for an administration 
which has definitely set its face against gov- 
ernmental economy. 


i Sa suggestion of inflation and its 
possible effect on utilities brings to 
mind an excellent discussion on that sub- 
ject published in the June 8th issue of 
The Financial World. This article re- 
calls that while state regulatory commis- 
sions will doubtless resist efforts towards 
higher utility rates to offset inflation, 
they do have jurisdiction only over resi- 
dential rates as a general rule. The 
article added: 


In so far as the wholesale load—commer- 
cial and industrial demand—is concerned, 
rates are determined not by regulatory 
bodies but rather by negotiation between the 
utility company and the respective business 
enterprise. And since the wholesale load 
accounts for roughly 50 per cent of the elec- 
tric power and light industry’s total income, 
it is evident that the potential rate flexibility 
in this direction is sufficient to protect ap- 
proximately one-half of the industry’s elec- 
tric revenues. Admittedly, operating ex- 
penses will rise sharply. But here, wide dif- 
ferences between given companies will be 
seen—and for this reason; some utility sys- 
tems generate principally (or entirely) by 
steam; others are preponderantly engaged 
in generating by means of hydro plants... . 

It is justifiable to assume that with in- 
flationary forces in control, the rising price 
level will be accompanied by a quickened 
business tempo. On that score alone, it may 
be calculated that commercial and indus- 
trial demand will be stimulated. How much? 
That is impossible to state. But bearing in 
mind what has been discussed up to this 
point, glance at the appended tabulation. It 
represents a distribution of the average 
‘electric utility revenue dollar showing what 
would probably happen if both prices 
(costs) and wholesale load (with a conse- 
quent upping of commercial and industrial 
rates) were to be increased by given 
amounts. Necessarily, all the assumptions 
made in this table cannot be considered 
strictly accurate. But in actual practice, the 
operation of offsetting factors in each of 
these cost items, including taxes, would un- 
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WHAT OTH 


doubtedly result in substantially the same 
picture. While these exact data cannot be 
applied indiscriminately to any utility in- 
vestment, they illustrate that when pitted 
against the ascending costs of an inflation- 
ary period, the industry is far from 
“doomed.” 


AN SS cima psec eaatncinall 
of the 
Average Electric Utility Revenue Dollar 


g a 20% 


increase in costs; 
increase in 


increase in 
°° wholesale load. 


Assuming a 20% 


15% 
30% 


basis. 
* increase in costs; 


a Assumin 
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Revenue 
Salaries and wages.. 
uel 
Maintenance 4 s 
Gen’l and miscel.... 0.048 
Taxes ; 0.180 
Provision for retire- 
ment or deprecia- 


Ovo current 

oan 

SO“ wholesale load. 
fA 


0.120 
$0.763 





Total costs 
Available for in- 
terest, amortiza- 
GOR, GG: ncccecsss $0.37 
The Financial W orld article proceeded 
to discuss the utility industry’s great 
counterbalance to inflation—fixed prop- 
erty investments, which are relatively 
very heavy as compared with other in- 


$0.312  $0.380 
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dustries. Any abrupt depreciation in cur- 
rency values would be automatically re- 
flected in corresponding enhancement of 
the utility rate base. 
M ost fortunately fixed, of course, 

are those utilities which have defi- 
nite hedges against inflation already in- 
stalled. Thus, in Cincinnati, the utility’s 
agreement with the city provides for a 
sliding-scale adjustment of operating ex- 
penses with respect to rates. The cele- 
brated Washington Plan would un- 
doubtedly work to a like advantage 
under such circumstances. Finally, in the 
event of a war or similar national emer- 
gency precipitating inflation, the experi- 
ence of the railroads with the ICC dur- 
ing the World War and the more recent 
installation of “emergency rate” clauses 
in a number of state regulatory laws 
would seem to indicate that state com- 
missions would have both the legal 
power and the disposition to grant re- 
lief to utility industries rather than take 
the responsibility for their financial col- 
lapse under such pressing circumstances 
of national concern. 

—F. X. W. 





Dr. Bauer and the Liquidation of the Street Car 


ONSERVATIVE Street railway execu- 

tives will not find a recent 2-part 
article on mass transportation by Dr. 
John Bauer, published in Public M anage- 
ment magazine, very pleasant reading, 
but despite what might be regarded as a 
radical approach, Dr. Bauer’s article does 
handle the street railway industry’s prob- 
lems without kid gloves. For that reason, 
his analysis and proposals command at- 
tention, no matter how much one may 
disagree with his conclusions. 

To get the worst over with in a hurry, 
the gist of Dr. Bauer’s approach to the 
current problems of the street railway 
industry can be found in his following 
forthright announcement, which occurs 
around the middle part of his article: “It 
is the belief of the writer that, subject 
to factual determination in each instance, 


practically in every city, street railways 
constitute largely an obsolete mode of 
transportation and that systematic con- 
version to busses is essential from the 
public standpoint.” 

Although Dr. Bauer does not elabo- 
rate this conviction, it would appear from 
his discussion in the context that he in- 
tended to restrict this conclusion to sur- 
face urban traction service and was not 
referring to subway, elevated, or inter- 
urban service. The reasons he gives are 
based principally upon statistics showing 
the progressive abandonment of street 
railway trackage and decrease in pas- 
senger traffic and revenue since 1907. 
He also cites with some detail the con- 
trary advance in the usage of the bus. 

Briefly, it would appear from this 
data that since 1922 street railways 
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have been definitely on the down grade 
—busses on the rise. He finds: (1) 
abandonment of street railways leaving 
many small cities without organized 
transportation at all; (2) out of nearly 
1,000 cities with population exceeding 
10,000, about half are served exclusively 
by busses, while only 40 such cities (the 
larger ones, presumably) retain street 
railways as the central means of trans- 
portation, with the balance having 
various combinations of service via both 
rail and rubber. 


B= while Dr. Bauer finds that these 
“forces of transition remain vigor- 
ously at work,” he also finds that estab- 
lished transportation companies are hold- 
ing back what he feels would be the nor- 
mal evolutionary development : 


Mostly the companies are solidly en- 
trenched with franchises, are restricted by 
fixed financial commitments, still have large 
though inadequate traffic volumes for suc- 
cessful operation, and are struggling to pre- 
serve or salvage as much as possible of the 
old street railway investments. They hold 
to street railway operation as much as 
possible, reluctantly extend bus operation, 
and limit it prinicpally to secondary and 
feeder lines. They substitute busses for 
street railway lines only where the latter 
are obviously out-of-pocket money losers, 
and reluctantly connect newly developed 
sections which had not been supplied with 
street railways. While they have abandoned 
considerable trackage, they have kept the 
street railways as the main and central sys- 
tem of transportation. 

Under these circumstances, the companies 
have suffered grave loss of traffic. More 
and more local travel has turned to private 
automobiles. This cumulative vehicular 
traffic has been particularly accentuated dur- 
ing rush hours and has developed severe 
street congestion. This, in turn, has slowed 
up street railway operation, diminished 
further the attractiveness of the service, and 
so contributed further to decline and to shift 
of community travel to automobiles rather 
than to mass transportation facilities. 


D Bauer concedes that the reluctance 
of street railway management to 
abandon at a great loss heavy investment 
in existing traction facilities is “under- 
standable” and deserving of equitable 
consideration. But he thinks that there 
is much admixture of futile obstruction. 
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He has small sympathy, for example 
with vigorous claims of street railway 
men that mass traffic, especially on the 
heavy service lines during rush hours, 
can be carried more economically, eff. 
ciently, and safely by street cars than by 
busses. This is a question of fact on 
which he states: 


In the face of this sharp issue between 
managements and community interests, it 
must be admitted that there has not been 
sufficient experience, adequately tested and 
analyzed, to demonstrate conclusively the 
superiority of busses over street railways 
under all conditions of operation. Heavy 
traffic routes have been practically every- 
where restricted to rail operation, and have 
thus precluded thorough testing of busses, 
Nevertheless, there have been instances of 
conversion to busses on important traffic 
lines, and almost invariably there has been 
rapid increase in traffic volume, greater 
average speed of operation, and reduction in 
automobile use of the streets. The indica- 
tions appear strong that, under any condi- 
tion whatever, busses can handle the traffic 
more satisfactorily than street railways. 


Dr. Bauer believes that in every city 
where transportation depends primarily 
on street railways there has been a de- 
cline or failure to develop passenger 
volume with expanding population and 
community activities. He seems con- 
vinced that whereas the bus is holding its 
own in other communities, the street car 
has been a “pushover” for private auto- 
mobile competition, which is not only 
stealing its passengers but physically 
hampering its operations by reason of 
street traffic congestion. 

In arguing for the superiority of the 
bus from a service viewpoint, Dr. Bauer 
touches upon the usual arguments of 
service flexibility (such as the elimina- 
tion of fixed routes over in movable 
track, and the greater adaptability and 
variety of bus equipment in meeting local 
operation conditions). He feels that with 
properly adjusted bus service, great 
masses of people would use bus service 
rather than suffer the inconvenience and 
cost of individual riding. 


ation as we find it. To this end Dr. 
Bauer suggests a gradual but planned 
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transition from street railways to busses. be, first, positive provision for municipal 
He knows that no hard and fast formula a one ped - second, a, = _ 
7 : acts and conditions; and, third, definite f- 
— o — For example, ong sity nancial and administrative arrangements in 
might be able to arrange a Five Year dealing with existing companies or in estab- 
Plan for motorization of its service, lishing different transportation agencies. 
whereas in another city it could not be These matters will be considered in a later 
done over a period of less than ten years. article in this journal. 

But he thinks it should be done in just 
about the systematic manner which the 
Soviet phrase suggests. He adds: 


The formulation of such a program 
would require the assumption of positive 
responsibility by municipal officials to ob- 
Such a program should provide for a tain modern transportation, proper or- 


thoroughgoing analysis of costs, traffic ap- Cm. aad 
peal, handling of traffic, and other factors ganization, and effective control. The 


involved in factual determination of proper first step would be a thorough survey 
policy as to street railways and busses. It of the general operating set-up which 
should include also the experience with would include an inspection of the 


modern street railway equipment; the so- : e : 
called Presidents’ Conference car, installed properties with an appraisal of value 


experimentally in several cities, apparently based upon their suitability to meet 
has distinct advantages over previous car modern service standards and relative 
types, and its effectiveness should be depreciation (both physical and func- 


analyzed. Likewise, facts as to trolley- . * 
busses, established in a considerable number tional) once the original hurdle of agreed 


of cities, should be properly weighed. Even valuation has been surmounted. 

as to gas busses, the advantages may rapidly Dr. Bauer thinks that plans could be 
shift Ps Diesel a oS = worked out between city officials and 
not affect the general type of vehicles. Fac- or : aan . 
tual experience, properly analyzed, is essen- existing street railway interests which 
tial to a reasonable program. would remove the resistance of the oper- 


For such a program, however, there must ating management to experiment and 
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transition and even enlist its active co- 
Operation. 

However, this hurdle of “agreed valu- 
ation” is so often the dead end of all 
short cuts to regulatory accord. Dr. 
Bauer has an ingenious suggestion for 
arriving at an agreed valuation. First of 
all, he reminds us that not only ordinary 
factors of depreciation affecting plant 
and equipment units but also system obso- 
lescence due to loss of earning power and 
the availability of a superior mode of 
transportation should be taken into ac- 
count. This would mean, of course, that 
the ordinary appraisal procedure would 
not furnish an appropriate standard. 
Therefore, he suggests that the most 
justifiable approach would be for the 
municipality “to allow the valuation upon 
the existing properties equal to an 
amount upon which the company can ex- 
pect reasonably to determine a return of, 
say 6 per cent, through continued street 
railway operations.” Now this is some- 
what unique, if not startling, in that it 
would seem to be the reverse of the ordi- 
nary procedure for determining valu- 
ation. 


ie other words, instead of determining 
value for the purpose of fixing rates 
which would allow no more (and no 
less) than a reasonable return, Dr. Bauer 
proposes (apparently in view of the 
practical situation that the average street 
railway utility is now operating at the 
highest rate compatible with the retention 
of the greatest number of passengers 
which will produce the maximum reve- 
nue) to let the existing rate level, in ef- 
fect, determine the value of the property 
by the simple trick of translating it into 
terms of earning power at the rate of a 
given percentage of return. Thus, if a 
street railway company, no matter what 
the component cost of its physical prop- 
erties might amount to, can only earn as 
much as $60,000 net revenue a year, its 
value as an earning investment at the 
rate of 6 per cent would be fixed at $1,- 
000,000. He adds: 


To establish such a figure will require 
analysis of prospective traffic, operating 
revenues and operating costs, including 
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maintenance and depreciation of individual 
property units. The difference between ex. 
pected average annual revenues and costs 
would be the net return from continued 
street railway operation without conversion 
to busses. Such annual net earnings may be 
capitalized at 6 per cent, and the result may 
be reasonably allowed as capital value for 
the existing properties, subject to such prac. 
tical compromise as may be justified to at- 
tain satisfactory agreement. 

When the proper capital value has been 
accepted by the city and company, the 
amount should be recognized as a fixed sum 
upon which the company is entitled there- 
after to receive a return at a definite rate of 
say 6 per cent. While the return should not 
be guaranteed by the city, it would be pay- 
able out of earnings if the fares can be fixed 
high enough for the purpose. Provisions 
should be made, moreover, for amortiza- 
tion over a period of about fifteen years, 
so that the entire street railway investment 
will disappear from the capital account 
after complete conversion to busses has been 
attained. Amortization should be included 
as part of the cost of furnishing service so 
as to safeguard fully the company’s rights 
to recognized investment and return. 

Dr. Bauer thinks that with such defi- 
nite provisions for existing properties 
the company would then have no finan- 
cial reason for resisting busses or other 
mode of transportation as experience 
might justify. He would have such fi- 
nancial provisions between city authori- 
ties and street railway companies cover 
not only recognized old investment in 
existing properties but new investment 
for conversion expansion. The funds 
for amortization of old investment might 
be reinvested in new facilities, provided 
there were exact accounting showing 
transitions. 

The regulatory control of this interest- 
ing experiment would be placed in the 
hands of municipal authorities. (Dr. 
Bauer does not seem to think much of 
state commission regulation.) The agree- 
ment would provide in general for the 
cost-of-service principle with the fares 
sufficient to cover the entire cost of serv- 
ice, including reasonable operating ex- 
penses, maintenance, depreciation, amor- 
tization, and return, with perhaps a fair 
equalization reserve to avoid frequent 
changes. As a weapon to compel street 
railway carriers to enter into such agree- 
ments, Dr. Bauer suggests granting of 
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separate permits for bus operation. He transportation facilities as a matter of 
concludes : general practice. However, consider- 
While doubtless transportation within ations of equity do not restrain Dr. Bauer 
any municipal area should be kept unified from suggesting that municipalities use 
and monopolized under proper municipal the threat of ruthless competition as a 
control, if such control is not attainable club to force the street railway systems 


under reasonable terms the city can take re- - A 
course to competition. Its procedure might t0 accept half a loaf or less rather than 


be to grant to a separate company the city- lose their entire investment. He states 
wide privilege of bus operation, on the basis quite bluntly that “a competitive bus 
of definite agreement regarding financial company with full municipal support 
provisions as to investment, return, oper- ould ‘div dri h nace 
ation, fares, and other matters of a positive WOU!G rapidly drive t . street owes 
municipal program. The bus company would companies into financial straits and force 
operate as a city agency and would have full them to sell under pressure.” His is 
municipal support. It would extend its lines obviously a frank proposal for the liqui- 
as justified, and would compete directly ‘ y. 2 

with the street railways wherever competi- dation, with the least delay and without 
tion proves feasible. any fuss and feathers, of what he con- 
ceives to be a moribund industry. 


This suggestion smacks of the New _FXW. 


Deal treatment of the privately owned 
electric industry in some localities. Dr. ial as i 7 
Viner Commies that a cocmmeiitive Gia. READJUSTING Mass TRANSPORTATION FAcILi- 
aue ; ap e Ties. By John Bauer. Public Management. 
ation should be avoided, if reasonably June, 1938. 
possible, and apparently 1s not very Formutatinc A Mass TRANSPORTATION PRo- 
enthusiastic about outright municipal GRAM. By John Bauer. Public Management. 
ownership and operation of all mass July, 1938. 





Taking Uncle Sam for a Ride 


Bus United States, as seen from the outside, has been carried for- 
ward these last few years on the crest of a wave of soctal legtsla- 
tion—there stands Uncle Sam, as it were, on a surf board towed behind 
a power boat marked ADMINISTRATION—Uncle Sam with his coat 
tails flying in the wind, his knees bent, his face set, gripping the ropes 
that hold him to the surf board and still—obstinate old devil—gripping 
tight in his teeth his Prosperity cigar. He got it in a shooting alley and 
he won't let it go, no sir... And all the nations watch! Look at him 
go! See him splash into that big wave marked TVA, and that one 
PWA! Heave him a life belt, or no, it’s no good. You can’t stop him. 
You see, he’s got to stay on that plank. He can’t get off. 

And will he come out all right? Oh, yes. You see tf you ask which 
side is right in this great division the answer is that both are. In any 
great quarrel, even civil war, among people of patriotism and courage, 
both sides are always right. So they are here. Saving money ts fine, es- 
pecially if you spend it when you've saved it. Work is glorious, espe- 
cially tf you quit it quick enough. The old pump needs priming, but 
any one who likes can dig a new well, too; the pasture needs all the 
water. 

But what is going to happen ts that while this controversy still rages 
with shouts and arguments, and Uncle Sam flies along on the spray, the 
great underwave of oncoming prosperity will lift up, no one will know 
from where, but, as it rises, the talk will stop, the waves subside, the 
power boat slacken, and Uncle Sam step off his plank, still smoking, to 
say “How do you like that, boys?” 

—STEPHEN LEACOCK, 
Canadian Economist. 


465 SEPT. 29, 1938 





Utilities’ Earnings Analyzed 


HE Securities and Exchange Commission 

on September 11th made public financial 
statistics for 150 operating and combination 
holding-operating electric and gas utility com- 
panies, all subsidiaries of registered holding 
companies. These showed that only one com- 
pany had failed in 1937 to earn interest on its 
funded debt. All but 16 companies were listed 
as having earned fixed charges and dividends 
on their preferred stocks during the year, while 
42 were classified as having arrearages of divi- 
dends on their preferred stocks. 

In submitting the study to W. O. Douglas, 
chairman of the SEC, C. Roy Smith, director 
of the public utilities division of the commis- 
sion, said that the combined assets of the 
companies covered “aggregate $9,563,686,059, 
which is approximately 70 per cent of the 
total assets of all registered holding company 
systems.” The 150 operating companies had 
combined in 1937 gross earnings of $1,442,350,- 
455, he stated, and at the end of that year 
served 16,842,267 electric and gas customers 
in 22,306 communities. The data were said to 
have been obtained principally from the 1937 
annual reports to stockholders. 

Taxes showed a wide variation, running 
from 20 per cent of gross revenue to a low of 
5.52 per cent and an average of 12.55 per cent. 
Different rates in the taxes of various states 
were chiefly responsible for the wide range, it 
was understood. 


TVA Probe Criticized 


HE investigation of the Tennessee Valley 

Authority by the joint congressional 
committee, which recessed September 2nd, 
“has failed to touch the. more important and 
vital questions,” the probers were charged to 
inquire into under the resolution of Congress, 
according to a statement of Representative 
Charles A. Wolverton, Republican of New 
Jersey, the most persistent quizzer on the com- 
mittee during the seven weeks of hearings. 
Representative Wolverton remained in Knox- 
ville “to inquire into some matters not touched 
on so that when the committee meets again I 
will have the fullest information.” 

Wolverton praised the fairness and im- 
partiality of Chairman Vic Donahey, Demo- 
crat of Ohio, and the decision of the committee 
to require special and expert studies of the 
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yardstick rates, accounting, flood control, and 
the phosphate purchase. He made the follow- 
ing criticisms: 

“The investigation up to the present has 
been distinguished by what it hasn’t done rather 
than by what it has. 

“Most of the information in the record could 
have been obtained by reading reports. The 
committee could have saved time and expense 
by reading the annual reports and other pub- 
licity statements heretofore issued by the TVA. 
The only new material that has been presented 
is the result of the persistent questioning con- 
ducted by the minority. 

“The record itself is remarkably free of any 
extensive questioning by the majority mem- 
bers of the committee. If it had not been for 
the minority, the record would show nothing 
more than a series of carefully prepared 
speeches strikingly similar in language and 
texture, indicating a common source, designed 
for the purpose of placing before the com- 
mittee a favorable picture of the policies and 
the administration by the key men in the TVA 
organization, and who were responsible for 
these policies and management. 

“The minority, in its effort to get the real 
facts of the TVA relating to policies and man- 
agement, has been required to engage in long, 
tedious, and often tiresome questioning of un- 
willing witnesses who were key men in the 
TVA. With the exception of Dr. A. E. Mor- 
gan and one or two others, no witnesses were 
called to criticize or otherwise question any 
policy of TVA.” 


PWA Deadline Set 


(vance the law authorizing loans and 
grants to be made by PWA in the pump- 
priming program specifies that all projects 
must be under construction by January Ist, 
PWA Administrator Ickes announced recently 
that no allotments would be made to projects 
which require bond elections by the community, 
where the election was to be conducted after 
October Ist. He ordered that where necessary 
bond elections could not be held by October 
Ist, no consideration would be given to such 
projects. 

The action was taken because there is a 
period of only seventy working days between 
October Ist and January Ist. In that period, 
in order to have construction started on a proj- 
ect, an applicant would have to prepare full 
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plans and specifications, working drawings, 
advertise for bids, award them; and the con- 
tractor receiving the award would have to 
get work actually under way. This was said 
to be a relatively short period in which to ac- 
complish this necessary preparation. 


Firms Win Plea 


HE U. S. Circuit Court of Appeals on Sep- 

tember 6th ruled it would review the case 
of the Pacific Light & Power Company and 
the Inland Power & Light Company, whose 
request to merge was denied by the Federal 
Power Commission. The companies have 
headquarters in Portland to serve Oregon and 
Washington. 

The Federal Power Commission denied 
them the right to consolidate and the com- 
panies filed petitions for review with the cir- 
cuit court; the FPC entered a motion to dis- 
miss the power companies’ petitions. 

In a ruling, the court affirmed its right to 
review, set aside, and remand the cases to the 
commission for reconsideration as to points 
of law. 

An application for a merger was denied by 
the commission because, it claimed, the com- 
panies had failed to show the transfer “would 
be consistent with the public interest,” and be- 
cause the commission held this phase meant 
the companies must show benefit to the public. 
The companies contended the merger would 
be consistent with the public interest and de- 
nied such a merger would have to show a bene- 
fit to the public. 

All property, rights, and franchises of the 
Inland Power & Light Company would be 
transferred to the Pacific Power & Light Com- 
pany under the companies’ proposal. 


Seaway Declared Federal 


N new St. Lawrence waterway correspon- 

dence published recently, Prime Minister 
Mackenzie King declared, in effect, that 
Premier Hepburn’s vigorous opposition to the 
project could not block the development of an 
international deep sea channel to the Great 
Lakes. 

In a 1,500-word letter to the Ontario 
Premier, the Prime Minister set out that On- 
tario is concerned only with the hydro power 
aspects of the case and that navigation and 
associated subjects are the primary concern 
of the Federal Parliament. Mr. King said: 

“For any conclusion on these matters the 
Canadian government will be responsible to 
Parliament and will be prepared to set forth 
and support its conclusions in due course. Any 
arrangement eventually proposed would in any 
event have to be submitted to Parliament be- 
fore ratification, and the representatives of 
the constituencies in all the Provinces, includ- 
ing Ontario, would have every opportunity to 
give their views and their votes.” 

The Prime Minister readily admitted that 
no final conclusion could be reached concern- 
ing the whole of the new proposals advanced 
by the Roosevelt government. But he pointed 
out that there was a division of authority on 
the subject and that the Federal administra- 
tion could, if it so desired, proceed with that 
part of the project which lies within Federal 
jurisdiction. 

The Prime Minister suggested that there be 
a new joint survey of the power question. He 
also offered to appoint Federal technicians and 
asked that the Ontario Hydro Commission ap- 
point representatives to make a complete study 
of the power projects. 


Arkansas 


Plant Voted Down 


bbe proposal for installation in El Dorado 
of a municipally owned power plant 
through a $663,000 loan and grant from the 
Public Works Administration was rejected by 
Pe i council on August 29th. The vote was 

to 3. 

In opening the session, Mayor George R. 
Crosley explained that a regional PWA official 
from Fort Worth had visited the city and had 


pointed out it was necessary that the PWA be 
informed immediately as to whether the city 
would accept or reject the government organ- 
ization’s proposed $298,000 grant and $365,000 
loan for the project. 

He explained also that the city’s application 
for the loan and grant had been approved. The 
mayor denied a charge that an agreement had 
been made between the council and officials of 
the utility company not to call for a vote of 
the people. 


California 


Power Bond Vote Recommended 


pmo of a $55,000,000 revenue bond 
power distribution proposal to the people 
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at the November election was recommended 
to the San Francisco board of supervisors on 
September 8th by the city public utilities com- 
mission. 
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Transmitted to the board was Hetch Hetchy 
power distribution plan No. 8, upon which 
engineers, under direction of Utilities Man- 
ager Cahill, have been working since last May. 
Both Mayor Rossi and the supervisors’ ma- 


jority are on record as favoring submission, it 


was reported. 

The new plan is virtually the same as that 
rejected by the voters in March, 1937. The 
total investment is estimated at $44,500,000 
against $43,700,000 for the defeated plan 7. 
An additional $10,500,000 would be added to 
the bond: issue as a margin of safety. Blame 
for the necessity of such a wide margin was 
placed by Cahill upon the state railroad com- 
mission, which, his report stated, had made 
“liberal” allowances for intangible values and 
severance damages in valuation cases involv- 
ing Redwood City and Fresno. 


Salient features of the revised distribution 
plan were as follows: (1) purchase of the Pa- 
cific Gas and Electric distribution system jp 
the city at a cost of $40,500,000 through nego. 
tiation or condemnation; (2) construction of 
new Hetchy power plant at Red mountain bar 
at cost of $1,125,000; (3) purchase of addi- 
tional power from Pacific Gas and Electric at 
wholesale rates; (4) no immediate reduction 
of rates to consumers in view of two reduc- 
tions already made by the company; (5) col- 
lection of municipal water and electric bills 
together; (6) purchase of transmission and 
stepdown service from the company; (7) de- 
pendence upon company for stand-by service 
without cost; (8) issuance of 25-year revenue 
bonds at 3 to 4 per cent interest; (9) retire- 
ment with sales revenues of 4 per cent of the 
bonds yearly. 


Connecticut 


Electric Costs Computed 


nN the suggestion of Public Utilities Com- 
missioner Joseph W. Alsop, the Connec- 
ticut State College Extension Service will pre- 
pare and distribute to rural dwellers, who may 
be hoping to install electricity, a schedule by 
which they can calculate the amount of cur- 
rent they will need for various farm opera- 
tions. 

It is Commissioner Alsop’s opinion that the 
average farmer, and the average householder 
anywhere, for that matter, does not know how 
much electric current a washing machine takes, 
how much is required to light a barn, to saw 
wood, to cool milk, to light hen houses, or to 
pump water. 

When completed the schedule will also in- 
clude estimates of the amount of money needed 
to buy electric equipment of all sorts so that 
a rural dweller may figure not only his prob- 
able consumption of current but the amount of 
capital he must invest to electrify his farm. 

It takes 40 kilowatt hours a month, for in- 
stance, to light the average house, and 30 to 
run a refrigerator. It takes 100 to operate an 
electric range, but only 6 to run a radio. Milk 
can be cooled electrically with a tenth of a kilo- 
watt hour per gallon. It takes 25 kilowatt 


hours to hatch 100 eggs in a small incubator, 
but only 3 kilowatt hours to hatch the same 
number in a large incubator. 


Wins Assessment Appeal 


HE Stamford Gas & Electric Company 

won reductions of $1,008,000 from the 
1931 city and town tax assessment, according 
to a memorandum in which Superior Court 
Judge John A. Cornell on September 6th ac- 
cepted a referee’s second amended report on 
the company’s appeals. 

Judge Cornell ruled the company should pay 
taxes for 1931 on a valuation of $5,676,980, the 
figure set by the assessors. The Board of Re- 
lief later raised this figure to $6,684,980, which 
was subsequently found too high. 

For 1932, Judge Cornell ruled that $5,027,320 
was the fair taxable value of the Stamford Gas 
& Electric Company’s property. This figure is 
midway between the $4,752,380 valuation set 
by the assessors and the $5,624,160 assessment 
later made by the Board of Relief and from 
which an appeal was taken. In his decision, 
Judge Cornell stated that method of deter- 
mining the valuation of the company’s gas and 
electric production machinery was one of the 
principal disputes in the case. 


Indiana 


Utility Tax Fight 


Fy investigation was started by city officials 
of New Castle recently on a report by 
the Henry county treasurer that he would at- 
tempt to force payment of taxes owed the 
county by the municipal water and light plant 
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by withholding payment to the plant for wa- 
ter used at county institutions. 

The county claims delinquent and current 
taxes from the city to be $4,261.61. 

Mayor Sidney E. Baker said that Frank 
Frazier, treasurer, should consider a recent 
injunction granted the Public Service Com- 
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pany of Indiana which stated that the city did 
not have a utility. If this is true, Baker said, 
no taxes are owed the county. 


It was reported that many cities, refusing 
to pay the county-assessed tax, were watch- 
ing the outcome of a test case in Ft. Wayne. 


Michigan 


Rural Groups Unite 


— of an association of REA codp- 
eratives was announced at Lansing on 
September 9th with the submission of articles 
of incorporation to the Michigan Corporation 
and Securities Commission. 

Nine codperatives in the state were listed as 
incorporators, while the other five were ex- 


pected to join later. The nine claimed a mem- 
bership of 12,000, while a potential member- 
ship of 40,000 for all the units was claimed. 
Purposes of the association were declared to 
include a study of problems which face elec- 
tric codperatives, promotion of legislation in 
their behalf, and promotion in general of rural 
electrification. Otis Klett, of Hartford, is as- 
sociation president. 


Minnesota 


Rural Power Rates 


e L. Exiort, president of the Municipal 
® Utilities Association and superintendent 
of the Austin municipally owned plant, re- 
cently charged that J. M. Carmody, director of 
the Rural Electrification Administration, is 
threatening to build generating plants on REA 
lines simply as a club to beat down wholesale 
electric rates below cost, causing municipalities 
to lose money. Mr. Elliott said: 

“For some months, Carmody has been put- 
ting pressure on municipal plants to reduce 
rates for wholesale service to rural electrifica- 
tion projects, and he is now threatening to build 
generating plants. 

“Mr. Carmody is quite justified in getting 
the lowest possible rates for this service but, 


as municipal plants are already supplying it at 
cost or below cost, it is obvious they cannot 
take a loss to correct mistakes which the REA 
made in promoting these projects, and the mis- 
leading statements and figures the REA fur- 
nished the farmer codperatives. 

“Furthermore, for any of the rural electrifi- 
cation projects to build and operate a power 
plant would put their finances in worse condi- 
tion than they are now. If these projects can- 
not meet their obligations now, they would be 
much less able to meet them if they had to pay 
the investment in a power plant. 

“If such power plants are insisted upon by 
Mr. Carmody, it is simply nothing more or less 
than a club to beat down wholesale rates be- 
low cost, causing municipalities to lose 
money.” 


Missouri 


Rate Case Remanded 


OMPLYING with a recent supreme court 
order, Circuit Judge Nike G. Sevier on 
September 9th remanded the St. Louis Lac- 
lede Gas Light Company rate and valuation 
case to the state public service commission for 
further consideration. 
When the state commission, in a case brought 


by the city of St. Louis several years ago, fixed 
the utility’s rates and valuation, the Laclede 
Company took the new schedule to court. 
Judge Sevier sustained the commission in cir- 
cuit court at that time, but the state supreme 
court ordered the case remanded for reconsid- 
eration on several minor points. The recent 
formal order cleared the way for further ac- 
tion by the commission. 


Nebraska 


City Seeks Order 


TT? city of York filed ouster proceedings 
in district court recently against the 
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Iowa-Nebraska Light & Power Company, 
claiming it is a necessary step before the city 
can begin construction of its own power dis- 
tribution system. 
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The city charged the company, incorporated 
in Delaware, is a “foreign corporation,” and 
for more than five years has committed “acts 
of trespass on city streets and alleys.” It al- 
leged the company’s claim to a franchise under 
a September 19, 1887, date, was “pretentious 
and invalid.” Irregularities in passage of the 
alleged franchise ordinance make it illegal. 


The city contended the company purchased 
the distribution system equipment in York jp 
1908 with the knowledge the former owner 
héld no franchise. York citizens voted to is. 
sue bonds to acquire their own system. The city 
council recently passed a resolution containing 
a request that the company remove its lines 
from the city. 


Oklahoma 


Purchase of Grand River Dam 
Power 


A= by the Oklahoma Gas & Electric 
Company for the possible purchase of 
power generated at the Grand river dam was 
revealed early this month. The Grand River 
Dam Authority, holding its bi-weekly meeting 
at Vinita on September 2nd, tabled for future 
action a written request by J. F. Owens, presi- 
dent of the firm, for a conference with private 
utility representatives concerning the sale of 
power. In his letter, Mr. Owens said: 

“It is our belief that through the codrdina- 


tion and integration of the production of the 
Grand River dam with those of our company 
and others, the most efficient and economical 
distribution of the output of the Grand River 
dam may be obtained.” 

Owen L. Butler, secretary-treasurer of the 
authority, said nothing could be done about the 
proposal until the amount of power to be gen- 
erated and the approximate cost is known, He 
made no estimate of how soon that would be. 
He said the thing “uppermost in our minds is 
that the people of this section receive the most 
benefits from the power. If that can be done 
through the existing facilities of the private 
utilities, it would be foolish not to do so.” 


Pennsylvania 


Utilities Billed for Costs 


= state public utility commission on Au- 
gust 3lst billed Pennsylvania utilities for 
$1,137,315 to cover costs of ordinary commis- 
sion operations for the fiscal year ending last 
May 31st. 

Sample bills issued under authority of a 
1937 act placing costs of utility regulation upon 
the utility companies rather than the state 
follow: 

Pennsylvania Power & Light Company, 
Allentown, $38,943; Philadelphia Rapid 
Transit Company, $31,132; Duquesne Light 
Company, Pittsburgh, $30,425; West Penn 
Power Company, Pittsburgh, $20,803; Phila- 
delphia Electric Company, $59,292; Bell Tele- 
phone Company, $58,894; Pennsylvania Rail- 
road, $56,433. The Reading (railroad) Com- 
pany, $20,597; Metropolitan Edison Company, 
Reading, $12,611; Equitable Gas Company, 
Pittsburgh, $10,382; Pennsylvania Electric 


Company, Johnstown, $8,563; Peoples Natural 
Gas Company, Pittsburgh, $8,481. 

The assessments averaged .001793 per cent 
of operating revenues for the fiscal period cov- 
ered, but differed for the various classifications 
of utilities, ranging from 1.35 mills for water 
companies to .00085 mills for the miscellaneous 
group. An additional $200,000 in special as- 
sessments was sought by the state commission 
from companies undergoing investigation. 

Four electric power companies were ordered 
by the state commission on September 3rd to 
pay special assessments, as provided for in the 
Public Utility Law for expenses incurred’ by 
commission employees in connection with its 
investigation of utility companies. The com- 
panies ordered to pay were: Metropolitan 
Edison Company, Edison Light and Power 
Company, Solar Electric Company, and North- 
ern Pennsylvania Power Company. Objec- 
tions had been raised by the companies to the 
bills. 


Tennessee 


Utility Purchases Discussed 


We L. Willkie, president of The 
Commonwealth & Southern Corpora- 
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tion, recently declared he was unwilling to be- 
lieve that the Federal government would be so 
“unfair” as to view with pessimism the cur- 
rent negotiations between himself and David 
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E. Lilienthal, power director of the Tennessee 
Valley Authority, looking toward the state- 
wide acquisition of private power facilities in 
the Southeast. 

Mr. Willkie, who has offered to sell certain 
properties of the vast Commonwealth & South- 
ern system operating in the Tennessee valley 
area, made this comment in a letter addressed 
to the Electric Power Board of Chattanooga 
in answer to the board’s demand for an answer 
of an offer to buy the distribution system of 
the Tennessee Electric Power Company in 
Chattanooga. The Chattanooga property of 
the Tennessee Electric Power, a Common- 
wealth & Southern subsidiary, constitutes only 
a small portion of the company, and Mr. Will- 
kie has insisted that the concern be bought 
as a “going business” and not on a “piecemeal” 
basis. 

Calling for “some fair solution” to the con- 
troversy now raging in the Tennessee valley 
between the private power companies and the 
TVA, Mr. Willkie asserted that the Chatta- 
nooga power board apparently did not have the 
facts with reference to the negotiations be- 
tween himself and the TVA. The board in a 
recent letter to Mr. Willkie said it believed 
there was “no hope that statewide acquisition 
could be consummated in time to prevent com- 
petition in Chattanooga,” and added that, un- 
less the Tennessee Electric Power Company 
was willing to sell its properties in Chatta- 
nooga, they would become less valuable until 
“within about eighteen months they will have 
no value to the city other than their nuisance 
value.” 

In the letter the power board also stated that 
Mr. Lilienthal, who as TVA power director 
advises municipalities in the Tennessee valley 
on the problem of public ownership, also be- 
lieved that there was “no hope” for immediate 
statewide acquisition. 

Accompanying Mr. Willkie’s letter to the 
board was a map drawn by TVA engineers 
and submitted to Commonwealth & Southern 


last March, outlining the territories that TVA 
wished to buy for itself and the municipalities 
in the Tennessee valley. A line of territorial 
demarcation extending from Memphis, Tenn., 
and projecting down through Mississippi, Ala- 
bama, Georgia, and then north to the south- 
western corner of North Carolina appears. 

Included in the territory outlined by the 
TVA was the city of Chattanooga, and Mr. 
Willkie asserted in his letter that there was no 
“divergence of view between us that the prop- 
erty was to be purchased in its entirety and 
simultaneously.” 


Power Board Due Later 


PPOINTMENT of a board to administer af- 
fairs of Knoxville’s newly acquired 
power system will await the enactment of an 
amendment to the city charter by the state leg- 
islature next January, Mayor W. W. Mynatt 
said recently upon his return from New York. 
The amendment would consolidate the city wa- 
ter and electrical systems, both of which would 
come under the direction of the proposed 
board. 

The mayor said he had received no word as 
to whether President Roosevelt would be able 
to attend a celebration in Knoxville in honor 
of the city’s launching of its municipal power 
system, and until definite word was received, 
plans would be held in abeyance. 

The new power system will continue tem- 
porarily under direction of the city service 
department. The mayor said no additional em- 
ployees had been added to the service depart- 
ment to take care of the additional work “ex- 
cept those regular employees of Tennessee 
Public Service, all of whom have been retained 
by the city.” 

The mayor completed the deal at New York 
on September 2nd with the National Power & 
Light Company, whereby the electrical prop- 
erties of Tennessee Public Service were taken 
over by the city. 


Texas 


Utility Offers to Retire 


Ye $3,000,000,000 Electric Bond and Share 
utility empire on September 6th offered to 
retire from the field of electric power opera- 
tion in 16 counties in the state of Texas 
through the sale of power properties in the 
area to the Lower Colorado River Authority, 
the TVA of the Southwest. The properties 
involved are owned by the Texas Power & 
Light Company, a subsidiary of American 
Power & Light Company, which in turn is 
controlled by Electric Bond and Share. F 

Announcement of the offer to withdraw from 
the electric distribution field in the territory 
surrounding the Lower Colorado River Au- 
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thority was contained in a letter sent to the 
power committee of the authority by John W. 
Carpenter, president of Texas Power & Light, 
who declared that, while this disposal of a 
large section of the company’s business will 
“impose a great hardship,” the offer is being 
made in a “desperate effort to compose the 
situation.” 

The situation in Texas, whereby the Lower 
Colorado River Authority is growing in im- 
portance as a competitive factor in the gen- 
eration and distribution of electric power, was 
said to be a direct outgrowth of the Federal 
government’s flood control program in that 
section. Hydroelectricity, as a natural de- 
velopment of the multiple purpose dams on the 
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Colorado river, has become of prime im- 
portance and in recent months the LCRA has 
been active in the search for outlets for its 
power. As a result, numerous municipalities 
along the Colorado river have applied for 
PWA loans and grants for the purpose of con- 
structing power systems of their own. 

The 16 counties in Texas in which the Texas 
Power & Light Company offered to dispose of 
its properties to the authority include Austin, 
Blance, Bastrop, Burnet, Caldwell, Colorado, 
Fayetta, Guadalupe, Hays, Kerr, Lampasas, 
Llana, Lee, San Saba, Travis, and Washing- 
ton. All of these counties are contiguous to 
the development of the Colorado river dams 
and within the territory the private power 
company has, in addition to its domestic serv- 
ices, a number of contracts for large indus- 
trial power. 

The private power company was said to be 
seeking a price for the properties equal to the 
cash investment in the territory outlined. The 
offer specified that in order to avoid “unsound 
dismemberment,” the whole of the business 
facilities as outlined must be acquired by the 
authority. 

According to Mr. Carpenter, the Texas 
Power & Light Company is willing to codp- 
erate with the LCRA in a program which will 
provide the authority with the markets which 
it demands, provided such co6peration consists 
of a division of the markets on such a basis 
as will not require the company’s remaining 
consumers to be subjected to the burdens “in- 
herent from unsound duplication of electric 
facilities.” ° 


Blanco Power Project 


F  getencine great Texas flood control-power- 
irrigation-navigation project was laid on 
the desk of Governor-Nominate W. Lee 
O’Daniel recently by the Guadalupe-Blanco 
River Authority, with an appeal for support 
from the new administration. Members of the 
authority who conferred with the nominee 
were E. M. Cape, San Marcos, chairman; A. J. 
McKean, Jr., Luling, and J. P. Gibbs, Seguin. 

The project involves construction of two 
dams at a cost of $4,221,000, one on the Guada- 
lupe near New Braunfels and one on the 
Blanco in Hayes county. Navigation of the 
Guadalupe to New Braunfels is provided. The 
Guadalupe dam will operate for flood control 


and power generation. That on the Blanco will 
be for flood control alone. 

Under the WPA set-up, plans have been 
drawn by Army Engineers and have been ap- 
proved through the Fort Worth office of the 
Federal agency. 

O’Daniel, impressed with the possibility that 
this project may solve problems which haye 
grown out of the Colorado River Authority's 
controversy with the Texas Power & Light 
Company, and also would aid in his plan to in- 
dustrialize Texas, assured his callers that he 
would give any support within his power to 
their efforts. 

Liquidation of the huge debt which will be 
assumed by the new project if its 45 per cent 
grant and 55 per cent loan is approved in 
Washington will come from the sale of power 
at wholesale to the San Antonio Public Sery- 
ice Company and from an annual payment of 
$50,000 promised by other utility companies 
which will benefit from control of the streams, 

Purchase of the entire power output of the 
New Braunfels dam already has been promised 
by the San Antonio utility company for distri- 
bution over lines already built and others that 
it will place in service as soon as it is assured 
the dam will be built. 


Rate Cut Approved 


ALLAS city councilmen approved a $350,- 

000 annual reduction in electric rates 
early this month, effective with September 
meter readings, after Utilities Supervisor Jo- 
seph F. Leopold agreed that he did not like 
strings attached to the saving and would work 
now toward additional savings by eliminating 
special reserve accounts in the Dallas Power 
& Light Company’s bookkeeping system. 

Leopold said the reduction mostly benefited 
residential patrons, who will save approxi- 
mately one month’s bill a year. 

City Attorney H. P. Kucera said he did not 
approve the resolution providing the saving 
and Mr. Leopold said he agreed, but that he 
recommended acceptance because failure to do 
so would kill the rate reduction. 

The legal department has held that a special 
maintenance and requisition reserve account 
established a few years ago in connection with 
a prior rate reduction was not in keeping with 
the franchise. Mr. Leopold agreed with that 
holding. 


Utah 


PWA Plea Revised 


T a special meeting on September 3rd, the 
Provo city commission amended its reso- 
lution passed August 29th, authorizing Mayor 
Mark Anderson and City Recorder I. Grant 
Bench to file an application for a PWA grant 


SEPT. 29, 1938 


for construction of a municipal power plant. 
The new resolution, it was said, tied the 
PWA application in with the Nuveen bond 
ordinance and the Ulen contract ordinance, 
which were ordained by the voters of Provo 
on October 13, 1936. 
Under this new resolution, the amount of 
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money that could be spent by the city on the 
power plant project other than from PWA 
grants would be the $850,000 to be obtained 
from sale of bonds under the Nuveen bond 


ordinance, Mayor Anderson said. The new 
ordinance was intended to clarify the situation 
and satisfy members of the Citizens’ Sponsor’s 
Committee. 


Washington 


RFC Loan Approved 


EATTLE’S municipal railway on September 
S 2nd received its long-awaited new lease on 
life when the Reconstruction Finance Corpora- 
tion announced at Washington, D. C., that it 
had authorized a $10,000,000 loan to the city. 

The announcement said $4,300,000 of the 
loan would be used to refinance the city’s obli- 
gations to the Puget Sound Power & Light 
Company, from which the railway was pur- 


chased in 1919, and the remainder would go for 
reconstruction and new equipment. 

The city had applied for an $11,500,000 loan. 
Negotiations for the Federal loan were speeded 
this year after the city defaulted for the first 
time on its principal payments. The city de- 
faulted $208,400 interest installments Septem- 
ber 1, 1937, and last March Ist, and defaulted 
an $833,000 principal payment the latter date. 
Moratoriums had been granted on principal 
installments since 1930. 


Wisconsin 


War on River Plan 


ADGERED by complaints that the proposed 
B $26,000,000 development of the Wisconsin 
and Fox rivers would deprive Wisconsin com- 
munities of needed PWA projects, Governor 
LaFollette urgently telegraphed PWA Ad- 
ministrator Harold L. Ickes early this month 
with a plea for Federal approval of local 
projects without regard for the power pro- 
gram. 

The governor’s telegram was written in re- 
sponse to scores of complaints by municipal 
officials, labor groups, contractors, and others 
who maintained that the LaFollette adminis- 
tration’s Wisconsin and Fox river program 
would delay or eliminate a host of local 
projects. 

The river project, calling for power develop- 
ment, flood control, irrigation, and recreation 
promotion, would be financed by a PWA grant 
and an RFC loan. Ickes announced in Wash- 
ington recently that approval of the project 
= end Wisconsin participation in PWA 
unds. 

In his telegram to Secretary Ickes, the gov- 
ernor said: 

“Wisconsin’s Hydro Authority application 
involving the construction of a large reservoir 
and three hydroelectric plants on the Wiscon- 
sin river and a diversion canal to carry surplus 
water from the Wisconsin to the Fox river 
has been pending in PWA for some time. 

“T realize that a project of this size requires 
adequate and careful consideration. Of the 
total needed for this project, I am confident 
that $14,700,000 can be obtained as a loan 
through RFC. This would mean that of the 
approximately $30,000,000 available to Wis- 
consin under present PWA program, nearly 
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$19,000,000 would remain available for other 
projects for Wisconsin. 

“T urge that other pending eligible Wiscon- 
sin applications to that amount be allocated 
immediately without regard to the Wisconsin 
Hydro Authority application. If there are any 
substantial number of additional worthy proj- 
ects not yet allocated, Wisconsin Hydro Au- 
thority will eliminate certain features of its 
project so as to reduce allotment for this 
project, thus assuring that no other worthy 
Wisconsin projects will be in any way jeopar- 
dized by the Wisconsin Hydro application. 

“T am satisfied from past experience that 
there will be ample funds for meeting all of 
the approved projects, including the Wisconsin 
Hydro Authority. I am satisfied that action 
along this line will result in the final approval 
and construction of all these worthy projects, 
including the Wisconsin river project which 
means so much to the present and future eco- 
nomic stability and development of one of 
Wisconsin’s great sections and some of its 
most important industries.” 

Secretary Ickes subsequently announced 
imminent allocation of funds for small, com- 
munity projects instead of the major grant for 
the LaFollette administration’s proposed pro- 
gram. Although Ickes did not definitely say 
that the river project would be rejected, he 
was said to have left a recent press confer- 
ence with the opinion that the program would 
not be financed by PWA. 

Ickes took sharp issue with Governor La- 
Follette’s contention that Wisconsin’s quota 
of PWA funds is $30,000,000. He denied the 
governor’s claim that allocation of $11,300,000 
in the form of a PWA grant for the hydro- 
electric program would still leave enough to 
finance the local PWA projects. 
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The Latest 
Utility Rulings 


Temporary Rate Order under Pennsylvania 
Statute Held Confiscatory 


se order of a regulating commis- 

sion which is in fact confiscatory is 
not saved from condemnation as being 
in violation of the United States 
Constitution, and particularly the Four- 
teenth Amendment thereto, on the 
ground that such order is only temporary 
in effect, it is held by a Federal district 
court in granting an injunction against a 
rate order of the Pennsylvania commis- 
sion. 

The court pointed out that there was 
uncertainty as to how long such confis- 
catory order might be in effect and un- 
certainty as to the extent of the injury 
done thereby to the company and its 
services rendered and to be rendered. 

The court was also of the opinion that 
the fact that the statute authorized a tem- 
porarily larger rate than the final rate 
determined to recompense the utility for 
losses occasioned it by the establishment 
of a temporary rate less than the final 
did not alter the confiscatory nature of 
the order. No assurance existed as to 
the length of time the temporary rate 
would be in effect or that the present 
consumers would remain such, 

The commission had disallowed as an 
operating expense a so-called manage- 
ment fee paid to a parent corporation. 
The court held that error had been com- 
mitted, stating: 


™) 


It is manifest that the commission should 
have allowed some reasonable amount for 
managerial and supervisory services ren- 
dered the plaintiff by Consumers Water 
Company, whether as officers’ salaries or for 
accounting, management, purchasing, legal, 
and other services. 

The commission was also held to have 
erred in disregarding all evidence of 
present value and adopting as a rate base, 
solely and alone, an estimate of the 
original cost of certain of the company’s 
property less depreciation. It was said 
that the proposition is well established 
that a public utility is entitled to earn a 
fair return on the present fair value of 
its property used and useful in rendering 
service to the public and that although 
original cost is to be given consideration, 
such cost is not to be considered exclu- 
sively and without regard to higher costs 
and prices later prevailing at the time of 
the inquiry, 

Error was also found in the procedure 
of the commission. Testimony had been 
taken before an examiner and consid- 
erable evidence as to present value had 
been offered. It was said that due proc- 
ess of law required a hearing before the 
commission at which the arguments of 
counsel for the company might be heard 
before the issuance of the temporary 
rate order. Beaver Valley Water Co. v. 
Driscoll et al. 23 F. Supp. 795. 


Power to Compel Electric Utility to Perform 
Contract to Change Equipment 


i, eee by a customer of an 
electric utility company was dis- 
missed by the New York commission for 
lack of jurisdiction when the relief 
sought was an order directing the com- 
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pany at its own expense to make a 
change-over to alternating current in ac- 
cordance with an alleged agreement. The 
commission held that it was without au- 
thority to grant such relief, either on the 
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ground of breach contract or under proof 
showing discrimination. It was said that 
whether the company had practiced dis- 
crimination was of course the direct con- 
cern of the commission, but that this 
question should be determined in a gen- 
eral investigation by the commission on 
its own initiative. 

The customer asserted that new instal- 
lations were to be made in its mercantile 
establishment, and that the company af- 
ter negotiation had agreed to make a 
complete change-over to alternating cur- 
rent throughout the building. The com- 
pany denied such an agreement, but the 
commission decided the case on the ques- 
tion of jurisdiction. The allegations 
amounted to a charge of the breach of 
an agreement or contract, and the relief 
sought was the enforcement of specific 
performance of the alleged contract. 
There was no question of the adequacy 


e 


of existing service and the company was 
willing to furnish all the alternating cur- 
rent service which the customer might 
desire. 

The commission being a statutory 
body, it was said, has only such powers 
and duties as have been conferred upon 
it by the legislature. Although a deter- 
mination by the commission may be quasi 
judicial in its nature, its power of regu- 
lation is wholly administrative. The rule 
as laid down by the courts that the com- 
mission lacks power to compel specific 
performance of contracts, the com- 
mission observed, apparently rests upon 
the concept that the function of the com- 
mission is to regulate public utilities and 
to compel enforcement of their duties to 
the public but not to compel them to carry 
out their contract obligations to individ- 
uals. Teller v. Consolidated Edison Co. 
of New York, Inc. (Case No. 9483). 


Jurisdiction to Enforce Extension Agreement 


AC by a real estate devel- 
oper that a water utility company 
had accepted contributions for exten- 
sions and had failed to make refunds as 
agreed was dismissed by the Pennsyl- 
vania commission for lack of jurisdic- 
tion. The commission said that, although 
the question was not raised by the water 
company, enforcement of the terms of 
a contract between an individual and a 
public utility company is beyond the 
jurisdiction of the commission. 

At the time of the consummation of 
the contract the repealed public service 
company law was operative. Under that 


law, the commission said, it was estab- 
lished that no jurisdiction was granted 
to the commission to construe or enforce 
agreements of this kind. However, since 
this was purely a matter of jurisdiction, 
the commission must be controlled and 
governed by the present law. It was said 
that while the Public Utility Law had to 
some extent broadened the commission’s 
jurisdiction, there was nothing therein 
which gave the commission authority to 
enforce a contract such as this one. 
Blumenthal v. Philadelphia Suburban 
Water Co. (Complaint Docket No. 
11590). 


e 


Extension of Telephone Exchange Boundaries 


oS was made to the Pennsyl- 
vania commission by a florist that 
upon his moving further from the cen- 
ter of a telephone exchange he was 
denied service from that exchange ex- 
cept upon payment of foreign exchange 
rates. The company contended that he 
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had moved beyond a creek which formed 
a natural boundary of the exchange. The 
commission, however, ordered an exten- 
sion of the exchange boundaries to take 
in this customer and other near-by pros- 
pective customers. 

The testimony showed that so-called 
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natural boundaries such as creeks and 
rivers were only one of the factors in 
determining boundaries. It was said to 
be evident that the company was not 
primarily interested in natural boun- 
daries but in how it might best meet the 
needs of expansion requirements. It was 
the recognized principle of utility opera- 
tion that the utility should expand its 
service for the public benefit even though 
at first instance such extension might not 
be directly profitable. 

In response to a contention that a road 
proposed as a boundary would be unsatis- 


factory because of the possibility that a 
subscriber on one side of the road would 
have exchange service while his neigh- 
bor across the road would receive service 
from another exchange, the commission 
said that it could see no reason why the 
road could not be used as the basis fora 
boundary. Exhibits of the telephone com- 
pany indicated that the company made 
frequent use of highways and roads in 
determining both exchange and base 
rate area boundary lines. Eisenberg v, 
Bell Telephone Co. of Pennsylvania 
(Complaint Docket No. 11602). 


& 


Commission Approval Must Be Obtained 
Before Issuing Mortgage 


nN application to the North Dakota 
commission for approval of a mort- 
gage issued in 1935 was denied on the 
ground that a public utility company must 
obtain the approval of the commission 
before issuing a mortgage on its prop- 
erty. The application for approval was 
made by the mortgagee and opposed by 
the utility company. Commissioner Cart, 
speaking for the board, said: 


Section 4609c21, Supplement to the Com- 
piled Laws of North Dakota for 1913, re- 
quires any public utility to obtain the consent 
or approval of the board of railroad com- 
missioners before mortgaging or encumber- 
ing in any way the whole or any part of its 
franchise or property. It further provides 
that if any mortgage or encumbrance is made 
other than in accordance with the order of 
the board of railroad commissioners, such 
mortgage or encumbrance is void. 


Re Patton et al. (Case No. 3702). 


e 


Special Rate for “Dump” Natural Gas 
For Industrial Uses 


HE New York commission per- 
mitted a gas company to put into 
effect a special rate for industrial gas 
users who would use most of their gas 
between April 15th and November 15th 
of each year, provided that they contract 
to take and pay for not less than 50,000 
cubic feet of gas per month. The gas to 
be used was said to be “dump” natural 
gas. The commission said that by 
“dump” gas the company appareritly 
meant gas which it had available through 
an affiliate which operated in a competi- 
tive field and which it might otherwise 
lose to others if it did not find a market. 
The rate proposed to be charged was a 
graduated rate with a monthly minimum 
charge of $25 for the first 50,000 cubic 
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feet or less, 45 cents per thousand cubic 
feet net for the next 150,000 cubic feet, 
20 cents net per thousand cubic feet for 
the next 300,000 cubic feet, and 164 
cents net per thousand cubic feet for all 
over 500,000 cubic feet. 

The company reserved the right to 
terminate this service under the proposed 
schedule on forty-eight hours’ notice in 
writing, and the schedule contained a 
special provision requiring that users 
must satisfy the company that they had 
an alternative supply of other fuel and 
that they had the necessary equipment 
available to use such other fuel in the 
event of interruption or ending of the 
service. Re Republic Light, Heat & 
Power Co., Inc. (Case No. 9600). 
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Interest Rate on Loan from Affiliate 


SUBSIDIARY of the Columbia Gas & 
Electric Corporation was author- 

ized by the Pennsylvania commission to 
borrow money from the parent company 
at a rate of interest not to exceed 3 per 
cent per annum. The application for au- 
thorization proposed that the rate should 
not exceed the lesser of (a) 5 per cent 
per annum, or (b) one-half of one per 
cent more than the cost of money to the 
lender. The commission said that its 
familiarity with the present money mar- 
ket convinced it that the loan should 
carry no higher interest than 3 per cent. 
Attention was directed to the fact that 
the subsidiary company had paid more 
than $33,000,000 in dividends from 1922 
to 1937 on capital stock, the par or stated 
value of which was approximately $23,- 
000,000 through these years. The public 


e 


Final Action in Pacific Gas Rate Case 
Bt Bees Pacific Gas and Electric Com- 


pany was ordered recently by a 
Federal statutory court to return ap- 
proximately $7,000,000 to 500,000 
northern California natural gas consum- 
ers based on sales during the years 
1933-38. 

The decision, made by the three-judge 
Federal district court, made final dispo- 
sition of the long-drawn-out natural gas 
dispute between the utility and the rail- 
road commission that followed the com- 
mission’s order of November, 1933, di- 
recting the company to reduce its rates 
$2,100,000 a year. Involved in the legal 
dispute was the company’s claim that the 
rates were confiscatory and that the com- 
mission had denied the company the due 
process of law in ordering a reduction of 
rates. 

The court’s decision, signed by Pre- 
siding Judge Curtis D. Wilbur of the U. 
S. Circuit Court, with District Judges St. 
Sure and Louderback concurring, stated : 


The commission’s judgment must be sus- 


utility commission stated on this point: 


It is clearly improvident management for 
a company to pay out its working capital in 
dividends to its holding company, and then 
to reborrow it at 5 per cent interest, when 
it could have retained the working capital 
and have had the use thereof without charge. 
The arrangement has very much the appear- 
ance of a holding-company device for ex- 
tracting the last possible dollar from the op- 
erating company. 

Furthermore, so strong a company as peti- 
tioner — with adequate earnings and with 
total assets of about $62,500,000, reserves of 
about $28,400,000, a free surplus of about 
$9,550,000, and no securities in the hands of 
the public — should be able to finance its 
working capital requirements, if not wholly 
by reservations of income, then by a short- 
term or a long-term loan at a more favorable 
rate of interest than 5 per cent. 


Re Manufacturers Light & Heat Co. 
(Application Docket No. 51550). 


tained unless overcome by convincing proof 

to the contrary. We conclude that the charge 

of confiscation is not clearly shown by this 
record. 

Valuation of the company’s properties 
was found to be $90,507,359 by the 
court. Net returns to the company were 
set at 6.66 per cent for 1933-34; 7.50 
per cent plus for 1934-35; and 7.97 per 
cent plus for 1935-36. The court reached 
the conclusion that a 6.5 per cent net 
return is not evidence of confiscatory 
rates. 

Both the commission and the company 
were ordered to pay court costs, and the 
court retained jurisdiction of the $7,- 
000,000 impounded until a plan is de- 
vised for its return to consumers. 

The natural gas rate case previously 
had been reviewed by the U. S. Supreme 
Court, which reversed the March, 1936, 
decision of the three-judge Federal 
court in granting the utility an injunc- 
tion against enforcement of the commis- 
sion’s order. Pacific Gas and Electric 
Co. v. California Railroad Commission. 


& 
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Other Important Rulings 


S ers Pennsylvania commission grant- 
ed permission to a natural gas com- 
pany to withdraw an application for ap- 
proval of a charter amendment to en- 
large its territory where it had subse- 
quently discovered that one of its con- 
stituent companies had previously ob- 
tained charter rights in the territory, the 
commission stating further that it was a 
general rule of law that a party who in- 
stitutes an action has the right voluntar- 
ily to discontinue the same unless the 
right of some other person has inter- 
vened. Re Greensboro Gas Co. (Appli- 
cation Docket No. 51538). 


The California commission, in author- 
izing an issue of unsecured promissory 
notes, held that premiums which must 
be paid by a company to call and redeem 
its debentures, together with any balances 
representing unamortized discount and 
expense applicable to such debentures, 
should be charged to surplus account 
upon redemption. Re Southern Cali- 
fornia Edison Co., Ltd. (Decision No. 
31126, Application No. 22108). 


The Pennsylvania commission dis- 
missed a complaint for damages alleg- 
edly sustained in consequence of an elec- 
tric company’s refusal to serve, where 


among other damages the petition set 


forth loss of time, expenditure of 
moneys, attorneys’ fees, loss of use of 
electric appliances, illness of wife, and 
loss of consortium. The commission held 
that the statutory provision for repara- 
tion was not intended to embrace the 
kind of reparation sought. Keller v. 
Philadelphia Electric Co. (Complaint 
Docket No. 11225). 


The Minnesota commission approved 
a rate for telephone service on grounded 
lines 25 cents per month less than for 
service on metallic lines until such time 
as 95 per cent of the rural stations were 
being served over metallic lines, at which 


time the differential might be discon- 
tinued and the rate in effect for rural 
multiparty metallic service applied for all 
rural service. Re Empire Telephone Co, 
(M-2394). 


The Securities and Exchange Com- 
mission in exempting a company from 
the registration requirements of the Pub- 
lic Utility Holding Company Act of 1935 
and in declaring the company not to bea 
subsidiary of two specified companies 
held that the act under which it operated 
gave it no authority to make a broad 
declaration that the applicant was not a 
subsidiary of any “holding company.” 
Re Genesee Valley Gas Co. (S.E.C.) 
File No. 31-441, Aug. 4, 1938. 


The New York commission denied au- 
thority to discontinue the services of an 
agent at a railroad station with the state- 
ment that in locating its line and station 
in the locality where it had been for 
many years the railroad had undertaken 
an obligation to serve the public from 
which it should not be relieved until and 
unless the service rendered was no longer 
required, or it could be shown that ade- 
quate alternative service was available, 
or it abandon its entire line. Re Erie Rail- 
road Co. (Case No. 6381). 


The New Jersey board dismissed a 
complaint against the failure of a rail- 
road company to supply drinking water 
on certain multiple unit trains, in view of 
the fact that a former order directing this 
railroad and others to furnish water on 
each car used for carrying passengers 
under the same circumstances had been 
set aside by the supreme court, which 
held that the evidence before the board 
did not justify it in requiring water ona 
train making its run in half an hour. The 
board ruled that under this decision it 
had no course open to it other than to 
dismiss the complaint. Lorberblatt v. 
Pennsylvania Railroad Co. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE BONDHOLDERS’ PROTECTIVE COMMITTEE OF ERIE RYS. CO. 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Bondholders’ Protective Committee of 
Erie Railways Company 


[Application Docket No. 35446.] 


Corporations, § 10 — Commission jurisdiction — Reorganization plan, 

1, The duty does not devolve upon the Commission to determine whether 
a proposed plan for reorganization under § 77B of the Bankruptcy Act 
is equitable as between groups of bondholders, unless the proposed plan is 
obviously so unfair as to be unconscionable, since that duty rests upon the 
Federal district court, but the duty of the Commission is to the public as 
a whole for whom the Commission seeks adequate service at reasonable 
rates, to which end the Commission must guard against dissipation of the 
credit of the utility so that future financing of needed capital improvements 
may be forthcoming, p. 437. 


Security issues, § 44 — Factors affecting authorization — Reorganization. 

2. The Commission, in passing upon a plan of reorganization, although 
concerned with neither the method of distribution of securities nor the 
identity of control, is constrained to determine whether adequate security 
underlies the bond and stock issues, whether there is a reasonable expecta- 
tion of earnings sufficient to meet bond interest requirements, and whether 
any fictitious values appear in the proposed accounting for the reorganized 
company, p. 438. 


Valuation, § 52 — Issuance of securities — Original cost basis. 


3. Reliance is placed upon original cost less depreciation as the measure 
of the dollar value of fixed assets in passing upon the relationship between 
securities and fixed assets, p. 438. 


Valuation, § 143 — Organization cost — Reorganization proceedings — Securi- 
ties issue, 
4. The amount properly included as organization cost in determining the 
basis for securities to be issued by a coach company which is acquiring 
property of a bankrupt parent corporation is the cost of organizing the 
coach company and the estimated cost of securing certificates for its routes 
and does not include the cost of winding up the affairs of the parent cor- 
poration, p. 439. 
Valuation, § 168 — Costs of trolley company — Basis for securities of coach com- 
pany. 
5. Amounts paid for removal of tracks and overhead lines, for repaving 
when trolley service was abandoned, and for widening a street should not 
be included as part of the value of the property of a coach company as the 
basis for security issues when the latter company is acquiring from a parent 
trolley company land and buildings but no asset representing such pay- 
ments, p. 439. 


Valuation, § 168 — Contribution for street sweeper — Motor coach company. 
6. A contribution to a city for one-half the cost of a street sweeper owned 
[28] 433 24 P.U.R.(N.S.) 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


and operated by the latter, made in exchange for the city sweeping up 
cinders placed at icy stops by a coach company without other cost to the 
company, is merely a substitution for sweeping costs chargeable to operat- 
ing expenses, and since the city owns the sweeper it cannot be considered 
as property of the coach company and is not properly allowed as part of 
fixed capital, p. 439. 
Valuation, § 237 — Property rented to others — Security issues. 

7. Neither a dwelling nor a former substation of a street railway company 
rented as a dairy should be included as property used or useful in the trans- 
portation business of a coach company acquiring assets of the street railway, 
in determining the basis for security issues, since they are in the nature of 
investments and the credit of the company should not be used for their 
purchase but should be conserved for utility purposes alone, p. 440. 


Valuation, § 202 — Property not used or useful — Abandoned street car barns — 
Motor coach company. 

8. A service barn formerly used for storage of street cars on an abandoned 
trolley system, real estate of which has been acquired by a subsidiary coach 
company, is property not used or useful in determining the basis for se- 
curity issues of the coach company, when coach company expansion so as 
to use the barn for bus storage is problematical and no evidence is adduced 
as to such growth expectancy, and where, moreover, the conversion of the 
barn to that use would require extensive alterations, p. 440. 


Valuation, § 236 — Improvements on unowned property. 
9. The cost of developing loops as improvements made to property leased 
by a coach company should be excluded in determining the basis for security 


issues of the coach company, as the coach company is without title to them, 
p. 440. 


Valuation, § 237 — Office building rented to others. 
10. An office building which is rented to others and consequently is not 


used in the public service should be excluded from the fixed capital of a 
coach company in determining the basis for security issues, p. 440. 


Valuation, § 124 — Overheads — Basis — Rolling stock. 
11. Law expenses, injuries and damages, insurance, taxes, interest, or other 
expenditures during construction could not apply to rolling stock which is 
not “constructed,” p. 441. 


Security issues, § 95 — Kinds — Basis — Working capital — Bonds or stock. 
12. Capitalization of working capital should be permitted only through the 
issuance of stock, since bonds cannot properly be issued against this type 
of asset because of its fugacious nature, p. 442. 


Security issues, § 99 — Amount — Proportion of bonds. 


13. The amount of assets available as a basis for a bond issue is only 75 
per cent, since there should be a 25 per cent safety margin, p. 442. 


Mortgages, § 5 — Depreciation clause. 
14. A mortgage on property of a coach company whose fixed capital is in 
the form of busses, which have a relatively rapid depreciation, should con- 
tain a clause providing that cash equal to each annual depreciation charge 
will be used only for the replacement or addition of fixed capital assets or 
for the retirement of bonds, and that otherwise it will be retained as cash 
in a fund earmarked for those two purposes, p. 442. 
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Security issues, § 87 — Overcapitalization — Public detriment. 
15. The viewpoint of the Commission, in determining whether the fixed 
capital of a transportation company is adequate to support an issue of 
stocks and bonds, must be that of the people who are interested in receiv- 
ing and in continuing to receive adequate service at reasonable rates, and 
it is not to their interest to have an overbonded transportation system or 
one which has pledged its credit in exchange for nonpublic service invest- 


ments, p. 442 


[August 2, 1938.] 


x. of bondholders’ protective committee for ap- 

proval of a plan of reorganization of a street railway com- 

pany under § 77B of the Federal Bankruptcy Act; application 
granted subject to conditions. 


By the Commission: Erie Rail- 
ways Company, hereafter referred to 
as the Railways Company, was formed 
in 1924, and was authorized to con- 
duct a street railway business in the 
city of Erie and adjacent territory. 
This franchise has been abandoned, 
and all trackage in the system has 
been removed. Under a mortgage 
dated October 1, 1924, this company 
issued its first and refunding mort- 
gage 6 per cent 30-year gold bonds, 
due October 1, 1954, of which $831,- 
000 principal amount are now out- 
standing. 

Erie Electric Motor Company, 
hereafter called the Motor Company, 
was formed in 1888, and was author- 
ized to furnish railway service in 
Erie. This company issued first re- 
funding mortgage 5 per cent sinking- 
fund gold bonds, due April 1, 1941, 
of which $475,000 principal amount 
are now outstanding. 

Erie and Suburban Railway Com- 
pany, hereafter called the Suburban 
Company, was formed in 1911, ap- 
parently at the instance of the Motor 
Company as a means of enlarging the 
franchised territory served by it in 
Erie and vicinity. Suburban Com- 
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pany issued its first mortgage 5 per 
cent 30-year gold bonds, due April 1, 
1941, of which $647,800 principal 
amount are now outstanding. 

Also involved in these proceedings 
is the Erie Coach Company, hereaft- 
er called the Coach Company, all of 
the outstanding capital stock of which 
is owned by Railways Company. 
Coach Company was formed in 1925, 
at the instance of Railways Company, 
for the purpose of furnishing bus 
service in Erie and vicinity, and it is 
the only one of these companies now 
functioning as an operating public 
utility. 

In 1927, Railways Company ac- 
quired all of the assets of Motor and 
Suburban companies, and assumed all 
of their liabilities, including the bonds 
which these companies had issued. In 
consequence, the funded debt of Rail- 
ways Company consists of the follow- 
ing bond issues: 

Outstanding 
$831,000 


475,000 
647,800 


$1,953,800 


Prior to 1933, in common with oth- 
er street railway systems, Railways 
24 P.U.R.(N.S.) 


Issue 
Railways Company 6’s 
Motor Company 5’s 
Suburban Company 5’s 
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Company suffered serious declines in 
its revenues, and on April first of that 
year it defaulted upon the interest 
then due on the three bond issues list- 
ed above. Thereupon, the Erie coun- 
ty court of common pleas appointed 
a receiver, who was continued in of- 
fice until March 4, 1937, when a trus- 
tee was appointed by the United 
States district court for the western 
district of Pennsylvania following 
the institution of proceedings for re- 
organization of Railways Company 
under § 77B of the Federal Bankrupt- 
cy Act. 

At the time of appointment of the 
trustee by the Federal court, certain 
interested individuals agreed to serve, 
without compensation, as a Bondhold- 
ers’ Protective Committee to repre- 
sent all three groups of bondholders. 
The agreement which the bondhold- 
ers were asked to sign gave the com- 
mittee the power to formulate a plan 
of reorganization, but the bondhold- 
ers were given discretion as to wheth- 
er or not they would participate, for 
the agreement also provided that any 
bondholder dissenting from such plan 
might withdraw his bonds from de- 
posit with the committee if, within 
twenty days after being notified of 
the terms of the plan, he indicated a 
desire to withdraw, and if he paid 
his pro rata share of expenses in- 
curred by the committee to the time 
of withdrawal. 

In pursuance of this agreement, the 
committee prepared a plan of reorgan- 
ization dated May 17, 1937, and 
mailed it to all known bondholders. 
This plan, which is more fully de- 
scribed in another part of this report, 
contained the following sentence: 

“Holders of certificates of deposit 


24 P.U.R.(N.S.) 


dissenting from the plan on or before 
the 16th day of June, 1937, will be 
entitled to withdraw their bonds upon 
surrender of their certificates of de- 
posit to the depositary issuing the 
same, and upon payment of their pro 
rata share of expenses of the commit- 
tee.”” 


At September 20, 1937, after the 
period for dissent had expired, the 
bonds on deposit whose holders the 
committee represents were as follows: 


Per cent 


Issue Deposited 


Railways Company 6’s 
Motor Company 5’s 
Suburban Company 5’s 

In this connection, several protests 
were filed with the Commission 
against the committee’s plan. One of 
these was presented by a group of 
seven persons, one a director of Rail- 
ways Company, who own $28,000 oi 
Railways Company bonds. This 
group presented an alternative plan 
of reorganization for our considera- 
tion. Briefly, the difference between 
the two plans is that whereas the 
committee proposes to distribute one 
class of new bonds to all three classes 
of present bondholders, with greater 
quantities of new bonds being distrib- 
uted in recognition of the superior 
liens of Motor and Railways com- 
panies’ mortgages, based upon the es- 
timated forced-sale price of the realty 
by which they are secured, the group 
plan would distribute two classes of 
new bonds to the Motor and Rail- 
ways bondholders only, based upon 
the appraised depreciated reproduc- 
tion cost of such realty, and would 
take care of the Suburban bondhold- 
ers and certain Railways stockholders 
by the distribution of preferred and 
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common stocks of the reorganized 
company. The group plan, which in 
essence gives greater priority to the 
Motor and Railways bonds, and less 
to the Suburban bonds, than does the 
committee plan, is recommended to the 
Commission in correspondence by an- 
other holder of $20,000 of Railways 
bonds, and by the New York Trust 
Company which is the trustee under 
the Motor Company mortgage. 

The second protest was filed on be- 
half of the General Electric Company, 
which holds Suburban Company 
bonds in the amount of $52,000. The 
General Electric Company finds that 
the group plan is not acceptable to it 
in any respect, and, as to the commit- 
tee plan, it objects to the distribution 
of additional bonds to Railways Com- 
pany bondholders, but is satisfied to 
have the Motor Company bondholders 
get the extra distribution provided 
for them under the plan. The basis 
of this protest is the fact that Subur- 
ban bonds were guaranteed by Motor 
Company and were later assumed by 
Railways Company. 

[1] The main question about 
which both these protests revolve is 
whether or not the plan offered by the 
committee is equitable. The Commis- 
sion’s position on this question is that, 
under the circumstances of the case, it 
does not devolve upon us to answer it. 
All contending parties should bear in 
mind that the Railways Company 
stockholders, who have no legal rights 
in this reorganization and hence are 
excluded from participation, took 
from that company less cash dividends 
than those to which they were entitled, 
and thus made possible the establish- 
ment and growth of Coach Company, 
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all of the securities of which are now 
to be distributed to the bondholders. 
The Federal district court, sitting 
in equity, is given the ultimate author- 
ity to determine whether or not a 
plan is fair to various participants. 
Ours is a duty to the public as a 
whole, for whom we seek adequate 
service at reasonable rates. To this 
end we must also guard against dissi- 
pation of the credit of the utility so 
that future financing of needed capital 
improvements may be forthcoming. 
Section 77B of the Bankruptcy Act 
requires the approval of the Commis- 
sion as to the “public interest” in, and 
fairness of, a plan of reorganization 


before the district court may finally 


confirm it. Where a plan fixes the 
relative rights of various classes of 
security holders, the Commission will 
not interfere with the wishes of the 
preponderant majority of the security 
holders who are satisfied with the 
plan, unless the proposed plan is ob- 
viously so unfair as to be unconscion- 
able. We do not think that the evi- 
dence warrants the conclusion that 
the committee’s plan is so unjust or 
so arbitrary to the security holders 
that the investing public could not be 
induced to invest its funds in the util- 
ity at some later date. We gather 
that the three classes of bondholders, 
as such, do not think so either, in view 
of the preponderant majorities, well 
in excess of the 66% per cent required 
by the Bankruptcy Act, which the com- 
mittee represents. 

We may therefore turn our atten- 
tion to the merits of the committee’s 
plan. As stated heretofore, the track- 
age of the street railway system has 
been removed, and the chief physical 
assets remaining consist of land and 
24 P.U.R.(N.S.) 
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buildings which, it is claimed, are use- 
ful to Coach Company for garage, re- 
pair, and other purposes. The depre- 
ciated reproduction cost and forced- 
sale values of these properties were es- 
timated by the Railways Company and 
certain realty experts employed by the 
committee, with the following results: 
Forced- 


Sale 
Value 


$120,000 
60,000 


$180,000 


Depreciated 
Reproduction 
Cost 
$380,045 
165,071 


$545,116 


Realty Subject 
to Lien of 
Railways Company 6’s 
Motor Company 5’s.. 





Totals 


It is proposed to transfer this realty 
to the Coach Company, and to surren- 
der to that company its own capital 
stock now owned by Railways Com- 
pany, in exchange for which the 
Coach Company would issue $780,000 
of new first mortgage 44 per cent 
bonds, with a term of twenty years, 
and 19,538 shares of common stock 
with a stated value of $1 per share. 

The bonds thus issued would be dis- 
tributed to the holders of the three old 
bond issues. First, $120,000 would 
be distributed to the Railways bond- 
holders, and $60,000 would go to the 
Motor bondholders, in recognition of 
the fact that their liens are upon real- 
ty which is useful to the Coach Com- 
pany (see forced-sale values in the 
above table). The remaining $600,- 
000 of new bonds would then be dis- 
tributed pro rata among all bondhold- 
ers (after reducing the Railways and 
Motor issues by the amount of the pri- 
or distribution already mentioned). 
The new common stock would be dis- 
tributed to all bondholders without re- 
gard to priority on the basis of one 
share for each $100 of old bonds held. 
The plan also calls for the appoint- 
ment of voting trustees who will have 
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control of the Coach Company’s af. 
fairs for five years. 

[2] Neither the method of distri. 
bution of securities nor the identity 
of control particularly concerns us, 
However, we are constrained to de- 
termine whether adequate security un- 
derlies the bond and _ stock issues, 
whether there is a reasonable expecta- 
tion of earnings sufficient to meet 
bond interest requirements, and 
whether any fictitious values appear in 
the proposed accounting for the re- 
organized company. 

[3] In passing upon the relation- 
ship between securities and fixed as- 
sets, this Commission and its prede- 
cessor have relied upon original cost 
less depreciation as the measure of the 
dollar value of the latter. The rea- 


sons for such usage generally are set 
forth in an order of August 30, 1935 
(10 P.U.R.(N.S.) 233) Re Metro- 


politan Edison Co. Securities Docket 
No. 114. Moreover, such measure 
is particularly desirable here, in the 
light of the fact that nearly all of the 
assets against which the securities are 
being measured have always been 
owned by Coach Company. In. the 
main, this is not a case of issuing se- 
curities for the purchase of property 
from the bondholders; it is primarily 
a recasting of the capitalization of 
Coach Company so that the equity 
formerly owned in the form of stock 
by Railways Company may be redis- 
tributed among the bondholders in the 
form of both stock and bonds. Con- 
sequently, the question of price be- 
tween a buyer and a seller is not in- 
volved, and our problem is to deter- 
mine what the assets have cost Coach 
Company and how much such cost 
should be reduced because of depre- 
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ciation of the assets since their acqui- 
sition. 

The committee offered in evidence 
its Exhibit 20, which is titled “Ap- 
praisal of The Erie Coach Company 
as of June, 1937, based on the origi- 
nal cost,” and which was prepared by 
the chief engineer of the Railways 
Company. This exhibit was checked 
by Commission engineers, who filed 
with us a report of the original cost 
of fixed capital of Coach Company at 
March 1, 1938. This report, which 
was offered in evidence as Commis- 
sion Exhibit 1 at a hearing held June 
2, 1938, differs materially from Ex- 
hibit 20, in the findings as to original 
cost. Some of these differences arise 
from the variation in the dates of the 
estimates, with consequent variations 
in depreciation; some property was 
purchased or sold in the interim; and 
the committee, in a revision of Exhib- 
it 20 to March 1, 1938, marked Ex- 
hibit 46, is in essential agreement with 
the Commission engineers as to the 
proper amounts of these adjustments, 
and the engineers’ figures on them 
will be accepted without further dis- 
cussion. There follows an exposition 
of those items on the Committee’s Ex- 
hibit 46 upon which the Commission 
makes findings not in agreement with 
the committee’s figures. 


Account 201—Organization 


[4] The committee includes in this 
account $20,000 which it estimates is 
the cost of the present reorganization 
of Erie Railways Company. It should 
be borne in mind that the Coach Com- 
pany is the utility whose assets are be- 
ing gauged for security purposes, that 
its organization is already established, 
and that this redistribution of its se- 
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curities will add nothing to its value 
which is not otherwise allowed for in 
these calculations. This $20,000 is, 
in effect, a cost of winding up Rail- 
ways Company affairs, and is not of 
sufficient substance to stand as se- 
curity for a bond issue. 

We find that the amount properly 
included in this account is $21,334, 
representing the cost of organizing 
Coach Company and the estimated 
cost of securing certificates for its 
routes. 


Account 204—Other General Fixed 
Capital 


[5,6] The committee includes in 
this account $106,256 which was paid 
for removal of tracks and overhead 
lines, and repaving, when trolley serv- 
ice was abandoned, and for widening 
a street, all in the city of Erie. The 
track removal and repaving was inci- 
dent to the winding up of the trolley 
business ; the widening of a street ap- 
pears to have been done to facilitate 
bus traffic; but neither expenditure 
created any asset, title to which is in 
Coach Company, and no security can 
properly represent a nonexisting equi- 
ty in them. They are disallowed, so 
also is $3,395, representing a contri- 
bution to the city of Erie for one-half 
the cost of a street-sweeper owned and 
operated by the latter. By agreement, 
such contribution is in exchange for 
the city sweeping up cinders placed at 
icy stops by Coach Company, without 
other cost to the company. This pay- 
ment toward the cost of a sweeper is 
merely a substitution for sweeping 
costs which Coach Company would 
otherwise incur directly, and these 
costs would be chargeable to operating 
expenses. Again, since the city owns 
24 P.U.R.(N.S.) 
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the sweeper, it cannot be considered as 
property of the Coach Company. 

The committee includes $121,180 
for cash working capital, but this is 
not a fixed asset and will be consid- 
ered separately by us. 

[7] Finally, the committee includes 
a dwelling and a former substation 
now rented as a dairy, at $5,826. We 
find that neither property is used or 
useful in the transportation business 
of the Coach Company, that they are 
in the nature of investments, and that 
the credit of the company should not 
be used for their purchase but should 
be conserved for utility purposes 
alone. 

We find that the amount belonging 
in this account is $9,462. 


Account 205—Land 


In this account, we find that $2,000, 
representing land upon which the 


dairy, heretofore discussed, stands, 
and $16,300, representing six lots, for- 
merly but not now used for gasoline 
storage, should be excluded because 
such properties are not used or useful 
in the public service. 

We find that the amount belonging 
in this account is $47,796. 


Account 207—Garage and Shop 
Structures 


[8] We exclude from this account 
a service barn carried at $32,816, by 
reason of its use for storage of street 
cars formerly employed on the now 
abandoned trolley system. The evi- 
dence is to the effect that if the Coach 
Company expands its business very 
materially over the next few years, 
this barn might be used for bus stor- 
age, but such expansion is highly prob- 
lematical as no evidence was adduced 
24 P.U.R.(N.S.) 


to show any such growth expectancy, 
Moreover, the conversion of the barn 
to that use would require extensive al. 
terations of both the building and sur. 
rounding grounds. The property be. 
longs in the not used or useful cate. 
gory. 

We find that $140,663 properly be. 


longs in this account. 


Account 208—Sitations and Other 
Structures 


[9] We exclude from this account 
the sum of $999, representing the cost 
of developing seven loops. These 
loops are improvements made to prop- 
erty leased by Coach Company, and 
consequently it is without title to them. 

We find that $799 properly belongs 
in this account. 


Account 209—General Structures 


[10] This account contains a fig- 
ure of $6,900 for an office building 
which is rented to others, and conse- 
quently is not used in the public serv- 
ice. As with other nonuseful proper- 
ty, although we are satisfied with the 
value found for depreciated original 
cost of this property, we are of the 
opinion that it should be excluded from 
the fixed capital category, and consid- 
ered as an investment. 

We find that $11,242 properly be- 
longs in this account. 


Account 213—Garage and Shop 
Equipment 

This account formerly included cer- 
tain lathes and gasoline tanks, valued 
at $2,471, which the committee in- 
advertently left out of Exhibit 46. 
As they are nonuseful, we will so con- 
sider them in our findings. 

There follows a summary of our 
findings thus far: 
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Account Number and Title 


201 Organization 

204 Other general fixed capital 
205 Land 

207 Garage and shop structures 
208 Stations and other structures 
209 General structures 

210 Passenger busses 

211 Service cars 

212 Other service equipment 

213 Garage and shop equipment 
214 Office furniture and equipment 
217 Telephone and telegraph lines 
218 Other equipment 


Committee Our Figures 
Useful Not Useful 
$21,334 
9,462 
47,796 
140,663 
799 
11,242 
340,821 
7,013 
14,052 
20,142 
4,680 
235 
14,979 


$633,219 


$.... 

5,826 
18,300 
32,816 


6,900 


2,471 





$948,891 $66,313 


* Agreed to in testimony—Exhibit 46 shows $174,747, apparently due to erroneous calculation 


of depreciation. 


Overheads 
In Exhibit 46, the committee in- 
cludes overheads as follows: 


Account Number, 

Title and Basis 

219 Engineering and superintendence 
during construction 1% of ac- 
count 205 plus 5% of accounts 
207, 208, 209, 217 

221 Law expenses during construc- 
tion 4% of accounts 204-208, 
inclusive 

222 Injuries and damages during 
construction 14% of $200,000 
(compensation insurance pre- 
mium ) 

223 Insurance during construction 
2% of accounts 207-211, inclu- 
sive and 217-218 

224 Taxes during construction 4% 
of accounts 204-218, inclusive 

225 Interest during construction 3% 
of accounts 204-218, inclusive 

226 Other expenditures during con- 
struction 1% of accounts 204— 
218, inclusive 


Amount 


$18,970 


6,573 


3,000 


18,229 
6,573 
39,440 


$105,932 


[11] The committee claims that 
these figures should be included in the 
original cost estimate because the rec- 
ords of Coach Company were inter- 
related to those of Railways Company, 
and that while overheads were un- 
doubtedly incurred, they appear on 
the Railways Company books inter- 
mingled with the latter’s own costs. 
A review of these overheads, however, 
shows that the percentages have been 
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applied without regard to whether the 
overheads were applicabie to particu- 
lar types of property. For example, 
it is evident that no law expenses, in- 
juries and damages, insurance, taxes, 
interest, or other expenditures during 
construction could apply to rolling 
stock, for this rolling stock is not 
“constructed,” and consequently no 
period elapses between the time of its 
acquisition and the time of its avail- 
ability for use. In the light of this 
and similar examples, we have recast 
these overheads, applying them to the 
values found by us, but using only 
those overhead types which, from the 
nature of the property, must have 


been incurred : 
Amounts 
Account Number, Not 
Title, and Basis Useful Useful 
219 Engineering and super- 
intendence 1% (of 
account 205) 5% (of 
a 204, 207-209, 

1 


) 
221 Law expenses 4%, 224 
taxes 1%, 225 interest 
3% (of accounts 204, 
205, 207-209, 217) .. 
223 Insurance 10% (of ac- 
counts 204, 207-209, 

217) 


$2,460 


9,459 2,868 


1,137 319 





Totals overheads... 19,194 5,647 
Previously found for 
accounts 201-218 .... 633,219 67,312 


Total fixed capital $652,413 $72,959 
24 P.U.R.(N.S.) 
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[12] The Commission’s practice 
has been to permit the capitalization 
of working capital, but only through 
the issuance of stock. Bonds cannot 
be issued properly against this type of 
asset because of its fugacious nature. 
We calculate the working capital of 
Coach Company available for capi- 
talization as follows: 


Item 

Materials and supplies 

2s a, | a ee 

Insurance 

Licenses 

tz Annual out-of-pocket operating 
expenses, except licenses and in- 
surance* 

Accident fund 


38,630 


$137,966 


* Allowed for contingencies—in ordinary 
operation, service is paid for by patrons at 
the time they receive it, and hence there is 
no need to bridge any gap between time of 
incurring expenses and time of receiving rev- 
enues, 


The actual cash in the company’s 
possession at March 31, 1938, was 


$139,233. As the Coach Company 
proposes to issue only 19,538 shares 
of stock with a stated value of $1 
each, we find that there are adequate 
working capital assets to offset this is- 
suance. 


[13,14] However, it is obvious 
that there are not sufficient fixed 
capital assets to secure $780,000 of 
bonds as proposed, even though such 
assets were capitalized in their entire- 
ty, without any margin of safety. Our 
practice has been to insist upon a 25 
per cent safety margin, and if this is 
applied to the figure of $652,413, the 
amount available for bonding is only 
$489,310. We make this finding. 
Moreover, in view of the fact that a 
large proportion of the fixed capital 
is in the form of busses, which have 
a relatively rapid depreciation, we 
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find that to prevent the dissipation 9 
the security behind the bonds, there 
should be a clause in the mortgage pro. 
viding that cash equal to each annul 
depreciation charge will be used only 
for the replacement or addition of 
fixed capital assets, or for the retire. 
ment of bonds, and that otherwise it 
will be retained, as cash, in a fund ear. 
marked for those two purposes. 

[15] Cognizance is taken of the 
fact that these bonds are not being 
sold by Coach Company, and the per- 
sons who will receive them from the 
committee would be fully aware of 
any deficiencies in them, even though 
no safeguards were provided. Cogni- 
zance is also taken of the assets not 
used or useful, which, to the owners 
of the business, have a real dollars- 
and-cents value. Our viewpoint, 
however, must be that of the people of 
Erie who are interested in receiving, 
and in continuing to receive, adequate 
transportation service at reasonable 
rates. It is not to their interest to 
have an overbonded transportation 
system, or one which has pledged its 
credit in exchange for nonpublic-sery- 
ice investments. Ownership of such 
investments, and of the margin of 
safety we have required in the bon¢- 
ing of strictly utility property, ought 
to be and will be evidenced by stock, 
which by its nature proclaims its 
speculative position. 

Operating income of the Coach 
Company for the year ended March 
31, 1938, was $70,153, or approxi- 
mately 3.2 times annual interest charg- 
es on $489,310 of 44 per cent bonds. 

The Commission finds and deter- 
mines that the plan of reorganization 
of Erie Railways Company, submit- 
ted by the Bondholders’ Protective 
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Committee, is necessary or proper for 
the service, accommodation, or con- 
venience of the public, subject, how- 
ever, to the conditions that the aggre- 
gate of bonds issued shall not exceed 
$489,310 in principal amount, and 


Now, to wit, August 2, 1938, it is 
ordered: That said plan be and is 
hereby approved, subject to the condi- 
tions aforesaid. 

It is further ordered: That upon 
receipt from the Bondholders’ Pro- 


tective Committee of a notice of ac- 
ceptance of such conditions, this ap- 
proval become absolute. 


that the mortgage securing the bonds 
contain a depreciation fund clause as 
heretofore discussed; therefore, 
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Northern Pennsylvania Power Company etal. 


Vv 


Public Utility Commission 


(— Pa. Super. Ct. —, 200 Atl. 866.) 


Interstate commerce, § 85 — Powers of Federal and state Commissions — Sale of 
property. 
1. The Federal Power Act does not vest exclusive jurisdiction in the Fed- 
eral Power Commission to regulate sales of property by one interstate 
electric utility to another such utility so as to deprive a state Commission 
of authority to withhold or refuse approval of such a sale which has re- 
ceived the approval of the Federal Commission, p. 449. 


Consolidation, merger, and sale, § 13 — Necessity of Commission authorization 
— Federal and state authorities. 
2. Approval of the state Commission is necessary before a sale or merger 
of interstate electric companies operating in the state can be accomplished 
even though approval by the Federal Power Commission is also required, 
p. 449. 


Constitutional law, § 6 — Right to raise question — Waiver or estoppel — Super- 
seding legislation. 
3. Petitioners for authority te transfer public utility property under the 
provisions of a regulatory act, the validity of which they would be barred 
from questioning because they have invoked its provisions, are not estopped 
or barred from asserting the unconstitutionality of a superseding act sought 
to be applied by the Commission, p. 455. 


Consolidation, merger, and sale, § 5 — Powers of legislature. 
4. The legislature, although having power reasonably to supervise and reg- 
ulate the business of public utility companies, has no power to require that 
public utility corporations, duly chartered and empowered to transact busi- 
ness, obtain the consent of the Commission before buying or selling the 
least thing or article needed in the ordinary conduct of their business, since 
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it may not lawfully interfere with the management and control of the cor. 
poration beyond what is reasonably necessary for the purpose of securing 
to the public adequate service at fair and reasonable rates, p. 456. 


Consolidation, merger, and sale, § 5.1 — Unconstitutional regulation — Provision 
for exemption — Delegation of powers. 

5. The invalidity of a statutory provision unconstitutionally restricting 
the right of a public service corporation to buy or sell property is not cured 
by an added clause providing that the Commission may by regulation ex. 
empt any class of property from its provisions, when the legislature de- 
clares no policy, establishes no standard, and lays down no rule to govern 
the Commission in formulating the regulation or regulations, p. 458. 


Statutes, § 15 — Effect of superseding statute — Partial invalidity — Regulation 
of property transfers. 

6. Enactment of a statute which unconstitutionally attempts to restrict the 
purchase or sale of utility property, which statute supersedes a prior stat- 
ute regulating purchase and sale, does not invalidate all regulation over 
property transfers, but the superseding act is to be construed as continuing 
in force the law on the subject as it was established by the prior law, 
when the new act contains separable provisions intended to broaden the 
powers of the Commission and shows no intent to narrow or restrict the 
field of supervision and regulation, p. 458. 


Appeal and review, § 37.1 — Conclusiveness of findings — Commission decision 
on property transfer. 

7. The court, in reviewing a Commission order refusing to issue a cer- 
tificate of public convenience approving the sale and conveyance by one 
corporation to another of its franchises and property, may not disturb the 
order unless it is clearly shown to be without support in the evidence or 
so arbitrary, capricious, and unreasonable as to amount to error of law or 
a violation of constitutional rights, p. 460. 


Consolidation, merger, and sale, § 19 — Grounds for approval or disapproval. 
8. The criterion by which the Commission is to be guided in its determina- 
tion as to whether the sale of property by one public utility to another shall 
be permitted is not whether the proposed sale will be in the interest of 
the utility company or companies but whether it is necessary or proper for 
the service, accommodation, convenience, and safety of the public, p. 460. 


Electricity, § 1 — Scope of Federal Power Act. 
Discussion of the scope and purpose of the Federal Power Act, p. 449. 


Consolidation, merger, and sale, § 1 — Purpose of Federal Power Act — Inter- 
connection — Coordination. 

Statement that § 202 of the Federal Power Act is not designed to encourage 

and promote the merger and consolidation of public utilities generating, 

transmitting, or selling electric energy, but that its purpose is to assure 

an abundant supply of electric energy economically and with regard to 

conservation of natural resources by interconnection and codrdination of 


facilities, p. 450. 


Electricity, § 2 — Federal and state Commission jurisdiction, 


Discussion of the sections of the Federal Power Act giving the Federal 
Power Commission jurisdiction, with respect to state and Federal regula- 
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tion of security issues, rates, service, and other matters subject to regula- 


tion, p. 451. 


Interstate commerce, § 5 — Occupation of field by Congress. 
Discussion of complete or partial occupation of field of regulation by the 
Federal Congress to the exclusion of state authority, p. 452. 
[July 15, 1938.] 


PPEAL from order of Commission refusing certificate of pub- 

lic convenience approving the sale and conveyance by one 
corporation of its franchise and property to another; appeal 
dismissed and order of Commission affirmed. For Commission 


decision, see 18 P.U.R.(N.S.) 265. 


KELxer, P. J.: Northern Pennsyl- 
vania Power Company, hereinafter 
called Northern, and Metropolitan 
Edison Company, hereinafter called 
Metropolitan, have jointly appealed 
from the order of the Pennsylvania 
Public Utility Commission refusing to 
issue a certificate of public conven- 
ience, approving the sale and convey- 
ance by Northern to Metropolitan of 
its franchises and all its property, real, 
personal, and mixed, under the pro- 
visions of § 23 of-the General Cor- 
poration Act of April 29, 1874, P. L. 
73, as amended by § 5 of the Act of 
April 17, 1876, P. L. 33 and § 1 of 
the Act of June 2, 1915, P. L. 724, 
15 PS § 595. The unusual circum- 
stances in connection with this appli- 
cation require us to state the facts in 
more detail than is ordinarily neces- 
sary. 

The joint petition of the two com- 
panies was filed on June 3, 1935, when 
the Public Service Company Law of 
July 26, 1913, P. L. 1374, as amend- 
ed, 66 PS § 1 et seq. was in effect. 
It set forth that Northern was a pub- 
lic service company, duly formed by 
merger and consolidation, and letters 
patent thereon dated May 7, 1923, 
which by proceedings, approved by 
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the Public Service Commission, had 
acquired by purchase the franchises 
and all the property of various electric 
companies, and has valid charter 
rights to furnish light, heat, and pow- 
er by means of electricity to the public 
in various places in the counties of 
Bradford, Lackawanna, Lycoming, 
Potter, Sullivan, Susquehanna, Tioga, 
Wayne, and Wyoming, and manufac- 
tured gas and steam-heat service in 
the borough of Towanda, Bradford 
county. Its authorized capital stock 
consisted of 50,000 shares of common 
stock of no par value, of which there 
were issued and outstanding as of 
April 30, 1935, 22,130 shares; and 
3,500 shares of preferred stock of the 
par value of $100, none of which was 
then issued and outstanding. The au- 
thorized indebtedness of Northern 
was $10,000,000, of which bonds in 
the amount of $4,685,000 had been is- 
sued as of April 30, 1935. Of these 
$269,500 were held in the sinking 
fund and $608,000 in its treasury. A 
general balance sheet showing the as- 
sets and liabilities of Northern as of 
April 30, 1935, and a statement of its 
income and expenses for the year end- 
ed April 30, 1935, were attached. 
The petition further set forth that 
24 P.U.R.(N.S.) 
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Metropolitan was a public service 
company duly formed by merger and 
consolidation, and letters patent there- 
on dated July 24, 1922, which by pro- 
ceedings, approved by the Public 
Service Commission, had acquired by 
purchase the franchises and all the 
property of various electric, gas, and 
water-power companies, and has valid 
charter rights to furnish light, heat, 
and power, by means of electricity, to 
the public in various places in the 
counties of Adams, Berks, Bucks, 
Chester, Cumberland, Dauphin, Lan- 
caster, Lebanon, Lehigh, Monroe, 
Montgomery, Northampton, Pike, 
and York; and also light, heat, and 
fuel, by means of gas, in the city of 
Easton, Northampton county; bor- 
ough of Pen Argyl, Northampton 
county; borough of Hamburg, Berks 
county, and borough of Elizabeth- 
town, Lancaster county; and steam 
heat in the city of Easton aforesaid. 
Its authorized capital stock consisted 
of 500,000 shares of common stock 
of no par value, of which there were 
issued and outstanding as of April 30, 
1935, 360,780 shares; and six classes 
of preferred and prior preferred stock, 
all without nominal or par value, ag- 
gregating 1,000,000 shares, of which 
210,825 were issued and outstanding. 
The authorized indebtedness of Met- 
ropolitan was $100,000,000, of which 
bonds in the amount of $41,625,300, 
were outstanding on April 30, 1935. 
Of these, $909,400 were held in its 
treasury. 

The petition set forth that, as the 
purchase price for the franchises and 
all the property of Northern, Metro- 
politan proposed to assume all the 
debts and liabilities of Northern, and 
pay—subject to adjustment due to 
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operations in the ordinary course of 
business between April 30, 1935, and 
the date of closing— $2,532,040.09 of 
which $1,537,911.80 was to be in cash, 
and the balance in Associated Electric 
Company 43 per cent gold refunding 
bonds, due 1956, owned by Metropoli- 
tan and held in its treasury, at their 
average cost to Metropolitan or the 
market price at date of closing, which- 
ever should be greater. 

The petition averred that the pro- 
posed sale was necessary and proper 
for the service, accommodation, and 
convenience of the public for the fol- 
lowing reasons: 

(a) The petitioners were affiliated 
companies and for some time past had 
been under the same management. 

(b) The combination of petition- 
ers’ properties and corporate organiza- 
tions into one operating unit would 
result in the elimination of existing 
duplication and make for increased 
efficiency and economy in operation. 

(c) Metropolitan was in_ better 
position to furnish improvements and 
extensions to property now owned by 
Northern, which would become neces- 
sary, and expected to be able to re- 
fund advantageously certain of North- 
ern’s securities now issued and out- 
standing. 

(d) Metropolitan was possessed of 
large steam generating plants and a 
large high-tension electric transmis- 
sion system, interconnected with simi- 
lar systems and plans of other operat- 
ing public utility companies, whereas 
Northern had but a few generating 
plants of limited capacity, although 
interconnected by a high-tension elec- 
tric transmission system with other 
operating public utility companies and 
it was contemplated that the existing 
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systems of the two petitioners, on the 
consummation of the proposed sale, 
would be either directly or indirectly 
connected with each other, with re- 
sultant economies and improvement to 
the reliability of the service rendered 
by the systems of each. 

At the hearing which followed it 
was developed that all the common 
stock of both companies was owned 
by NYPANJ Utilities Company, 
formerly known as Metropolitan Edi- 
son Corporation. Northern secured 
most of its supply of electricity from 
New York State Electric & Gas Cor- 
poration, a New York affiliated com- 
pany, a small amount from nonaffiiat- 
ed companies, and generated the bal- 
ance in one small steam plant and four 
small hydroelectric plants—the pro- 
portions used in 1934 being (1) pur- 
chased from affiliated companies along 
New York state line, about 85 per 
cent; (2) purchased from nonaffliates 
in Pennsylvania about 2.3 per cent; 
(3) generated in its own plants, about 
12.7 per cent. The kilowatt hours of 
electricity disposed of in 1934 amount- 
ed to 32,708,610. Metropolitan has 
steam plants at Middletown, Reading, 
and Easton, and a hydroelectric plant 
on the Susquehanna river below Har- 
risburg. A portion of its supply is 
purchased from New Jersey Power 
& Light Company, a New Jersey affili- 
ate owned by NYPANJ, and it has 
connections for interchanging power 
with Pennsylvania Power & Light 
Company, Pennsylvania Water & 
Power Company, and Philadelphia 
Electric Company. The total kilo- 
watt hours disposed of in 1934 were 
461,175,758, obtained roughly in the 
following proportions: (1) Pur- 
chased, 3 per cent; (2) received under 
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interchange agreements, 37.6 per cent; 
(3) generated in its own plants, 59.4 
per cent. 

On September 21, 1936 (15 P.U.R. 
(N.S.) 390), the Public Service Com- 
mission filed its order denying ap- 
proval of the proposed sale. The ac- 
companying report discussed the mat- 
ter fully. It found fault with the bal- 
ance sheet of Northern, the purchase 
price agreed upon, the use of $1,537,- 
911 cash, which had been ordered by 
the Commission to be maintained as a 
separate fund for the payment of the 
cost of net additions, found that the 
respective areas of the petitioners were 
widely separated and not adapted for 
combining into one composite service 
area, and expressed doubt as to the 
advantages to be derived from the 
same and reflected in any rate reduc- 
tion to the consuming public. 

On October 6, 1936, the applicants 
filed a petition for a rehearing and on 
October 22, 1936, filed an amendment 
to their application agreeing to comply 
with the suggestions of the Commis- 
sion as to the purchase price and that 
payment of the latter should be made 
by a transfer on the books of Metro- 
politan to its capital surplus or its 
stated capital for common stock. In 
the petition for rehearing, applicants 
also called attention to the Act of Con- 
gress, known as the “Public Utility 
Act of 1935,” 49 Stat. 803, 15 USCA 
§ 79 et seq.; 16 USCA § 791a et seq. 
approved August 26, 1935, and that 
Title II thereof, 49 Stat. 847, 16 
USCA § 824 et seq. referred to as 
the “Federal Power Act,” relates to 
the regulation of electric utility com- 
panies engaged in interstate commerce, 
and specifically cited § 203(a) of Part 
II of the Federal Power Act, 16 
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USCA § 824b (a) and averred that 
the enactment of the Federal Power 
Act constituted the occupation of the 
field of regulation of such public utili- 
ties engaged in interstate commerce 
by the Congress, through its duly con- 
stituted agency, the Federal Power 
Commission; and that as a result of 
the exercise by Congress of its juris- 
diction pursuant to Art. 1, § 8, of the 
Constitution of the United States and 
the assumption of jurisdiction over 
the petitioners, the jurisdiction, power, 
and authority of the Public Service 
Commission in the pending matter had 
ceased and terminated, and that the 
Public Service Commission was with- 
out jurisdiction, power, and authority 
in the premises. But petitioners did 
not ask to withdraw the application; 
on the contrary they asked to amend 
the application as above set forth. 

On November 9, 1936, the Com- 


mission refused a rehearing, and the 
petitioners appealed to this court to 
No. 24 March term, 1937. 


In the meantime (October 16, 
1936) the appellants had filed with the 
Federal Power Commission a petition 
for the approval of the proposed sale 
under the provisions of the Federal 
Power Act aforesaid (Act of June 10, 
1920, Chap. 285, § 203, as added 
August 26, 1935, Chap. 687, Title IT, 
§ 213, 49 Stat. 849, 16 USCA § 824 
et seq., particularly § 824(b) which 
was at first denied (15 P.U.R.(N.S.) 
384); but later, on November 20, 
1936, upon the amended basis suggest- 
ed as aforesaid, to wit, that no cash or 
securities would be paid out by Metro- 
politan, the Federal Commission is- 
sued an order giving its approval of 
said sale. 

In January, 1937, the Public Service 
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Commission, the appellants concur- 
ring, requested this court to remit the 
record for further consideration and 
action. This was done and the record 
was returned to the Commission where 
it was again considered. On March 9, 
1937 (18 P.U.R.(N.S.) 265), the 
Commission again refused to grant a 
certificate of public convenience evi- 
dencing their approval of the sale, 
three commissioners out of seven dis- 
senting. On March 31, 1937, an act, 
effective upon its final enactment, was 
passed and approved (P. L. 160, 66 
PS § 452 et seq.), which abolished 
the Public Service Commission as of 
that date and created in its place the 
Pennsylvania Public Utility Commis- 
sion, composed of five members, and 
provided that all proceedings pending 
before the Public Service Commission 
should continue and remain in full 
force and effect as if the Public 
Service Commission had not been 
abolished, and might be completed by 
the Pennsylvania Public Utility Com- 
mission ; and that pending litigation or 
proceedings before any state or Fed- 
eral court or regulatory body instituted 
by or against the Public Service Com- 
mission or in which such Commission 
was a party on the effective date of 
the act should not be affected by the 
act but the Pennsylvania Public Util- 
ity Commission should be substituted 
in such litigation or proceedings for 
the Public Service Commission. The 
Public Utility Commission operated 
under the Public Service Company 
Law of 1913, P. L. 1374, and its 
amendments and supplements, 66 PS 
§ 1 et seq. from April 1, 1937, until 
June 1, 1937, when it was repealed 
and superseded by the Public Utility 
Law of May 28, 1937, P. L. 1053, 66 
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PS § 1101 et seq. which on June 1, 
1937, became the statutory law to be 
administered by the Public Utility 
Commission. 

On April 2, 1937, the applicants 
filed with the Public Utility Commis- 
sion another petition for rehearing and 
reconsideration. This was granted 
and on June 8, 1937, a further hearing 
was held. On August 16, 1937, the 
Public Utility Commission entered a 
unanimous report and order denying 
the application, from which the appli- 
cants appealed to this court to No. 20 
March term, 1938. The appeals have, 
by agreement, been consolidated and 
were argued together. 

We shall consider the specifications 
of error under three heads. 

[1, 2] 1—Appellants claim that the 
Federal Power Act, supra, vested ju- 
risdiction over the sale of Northern to 
Metropolitan—both being companies 
engaged in interstate business—in the 
Federal Power Commission, and that 
the action of that Commission in ap- 
proving the sale as consistent with the 
public interest, in accordance with the 
provisions of the Federal Power Act, 
deprived the Pennsylvania Public Util- 
ity Commission of jurisdiction or au- 
thority to withhold or refuse approval. 
If this contention is allowed, we need 
go no further; but, in our opinion, it 
is not tenable. 


No one disputes that if Congress 
has assumed full jurisdiction over the 
subject, and fully occupied the field of 
regulation of public utilities transmit- 
ting and selling electric energy, the 
jurisdiction and authority of the Penn- 
sylvania Public Utility Commission in 
the premises is thereby displaced and 
superseded, but the Commission con- 
tends, and we agree with them, that 
[29] 
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such is not the case here. Section 201 
(a) of the act of August 26, 1935 
(16 USCA § 824(a)), which is en- 
titled, “Declaration of policy,” de- 
clares that the business of transmitting 
and selling electric energy for ultimate 
distribution to the public is affected 
with a public interest, “and that Fed- 
eral regulation of matters relating to 
generation to the extent provided in 
this part [Part II] and the Part III 
next following, and of that part of 
such business which consists of the 
transmission of electric energy in in- 
terstate commerce, and the sale of such 
energy at wholesale in interstate com- 
merce is necessary in the public inter- 
est, such Federal regulation, however, 
to extend only to those matters which 
are not subject to regulation by the 
states.” (Italics supplied.) Para- 
graph (b) of the same section provides 
that the provisions of this part shall 
apply to the transmission of electric 
energy in interstate commerce and to 
the sale of electric energy at wholesale 
in interstate commerce, “but shall not 
apply to any other sale of electric en- 
ergy or deprive a state or state Com- 
mission of its lawful authority now 
exercised over the exportation of hy- 
droelectric energy which is transmitted 
across a state line. The [Federal 
Power] Commission shall have juris- 
diction over all facilities for such 
transmission or sale [that is, sale at 
wholesale] of electric energy, but shall 
not have jurisdiction, except as specifi- 
cally provided in this part [II] and the 
part next following [III] over facili- 
ties used for the generation of electric 
energy or over facilities used in local 
distribution or only for the transmis- 
sion of electric energy in intrastate 
commerce, or over facilities for the 
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transmission of electric energy con- 
sumed wholly by the transmitter.” 

By paragraph (d), it is provided 
that “The term ‘sale of electric energy 
at wholesale’ when used in this part 
[II] means a sale of electric energy 
to any person for resale.” 


We do not agree with the learned 
counsel for appellants that the next 
section, 202 (16 USCA § 824a), is 
designed to encourage and promote the 
merger and consolidation of public 
utilities generating, transmitting, or 
selling electric energy. For the pur- 
pose of assuring an abundant supply 
of electric energy throughout the Unit- 
ed States with the greatest possible 
economy and with regard to the prop- 
er utilization and conservation of 
natural resources, the Federal Power 
Commission is empowered and direct- 
ed to divide the country into regional 
districts for the voluntary interconnec- 
tion and coérdination of facilities for 
the generation, transmission, and sale 
of electric energy, and it may, also, 
upon its own motion or upon applica- 
tion, make such modifications thereof 
as in its judgment will promote the 
public interest, and require such inter- 
connection of facilities and inter- 
change of energy. There is not one 
provision in the entire section which 
deals with the merger or consolidation 
of public utilities generating, trans- 
mitting, or selling electric energy. 
The section deals with the interconnec- 
tion of facilities, voluntary or com- 
pulsory, and the like interchange of 
electric energy between public utilities 
—a wholly different matter. For ex- 
ample, the Public Service Company 
Law and the Public Utility Company 
Law of this commonwealth make pro- 
vision for the interconnection and in- 
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terchange of service of railroad com. 
panies and telegraph companies respec. 
tively, and yet the Constitution (Art. 
XVII, § 4, and Art. XVI, § 12) ex. 
pressly prohibits the consolidation of 
railroad corporations or telegraph 
companies, 


The provisions of the Federal Pow- 
er Act relative to consolidation are 
contained in § 203 (16 USCA § 
824b), which provides that no public 
utility shall sell, lease, or otherwise 
dispose of the whole of its facilities, 
subject to the jurisdiction of the [Fed- 
eral Power] Commission (as before 
limited), or any part thereof of a value 
in excess of $50,000, or by any means, 
directly or indirectly, merge or con- 
solidate such facilities or any part 
thereof, with those of any other per- 
son, or purchase, acquire, or take any 
security of any other public utility, 
without first having secured an order 
of the [Federal Power] Commission 
authorizing it to do so. It provides 
for a hearing of the application for 
such approval, of which notice in writ- 
ing is to be given to the governor and 
the state Commission of each of the 
states in which the physical property 
affected, or any part thereof, is situat- 
ed, and to such other persons as it may 
deem advisable ; and if after opportun- 
ity for hearing the Commission finds 
that the proposed disposition, consoli- 
dation, acquisition, or control will be 
consistent with the public interest, it 
shall approve the same. The immedi- 
ately following paragraph, that the 
[Federal Power] Commission may 
grant such application in whole or in 
part, and upon such terms and condi- 
tions as it finds necessary or appro- 
priate to secure the maintenance of 
adequate service and the coérdination 
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in the public interest of facilities sub- 
ject to the jurisdiction of the Commus- 
sion, shows the scope of the Federal 
Power Commission’s inquiry and that 
it must be satisfied that the consolida- 
tion, sale, acquisition of securities, etc., 
does not conflict with the main pur- 
pose underlying the enactment of the 
Federal Power Act, and that the pub- 
lic interest in the transmission and sale 
of electric energy at wholesale in in- 
terstate commerce would not be ad- 
versely affected by the proposed action. 
A reading of the entire section in con- 
nection with the declaration of policy 
and the previous provisions limiting 
the jurisdiction of the Federal Power 
Commission and subsequent sections 
of the act, makes it clear that it was not 
intended to take from the state Com- 
missions, which had always had juris- 
diction over the merger and consolida- 
tion of public utilities, the sale of their 
franchises and properties, and the ac- 
quisition by one public utility of the 
securities of another, the power and 
authority to regulate these vitallv im- 
portant matters which affect the gen- 
eration of electric energy and its local 
distribution, and the supervision of 
which is necessary for the protection 
of the local consuming public, and 
place them wholly under the jurisdic- 
tion and authority of the Federal Pow- 
er Commission. Section 201 (a), 16 
USCA § 824 (a) distinctly negatives 
this contention. Section 203, 16 
USCA § 824b, qualifies the power and 
authority previously existing in the 
state Commissions to approve such 
consolidations, sales of franchises, 
property, etc., and the acquisition of 
securities of other public utilities, by 
adding the further requirement that 
before such consolidations, sales, ac- 
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quisition of securities, etc., can be ef- 
fected, with respect to public utilities 
coming under the jurisdiction of the 
Federal Power Commission, there 
must be secured from the Federal 
Power Commission (in addition to 
any approval required under the state 
law), a certificate of public conven- 
ience evidencing its approval that the 
proposed action is not opposed to the 
public interest as stated and declared 
in the Federal Power Act. The sec- 
tion has no effect on the dominant 
power of the Federal Power Commis- 
sion to order or approve any intercon- 
nection of facilities or interchange of 
energy found by it to be necessary for 
the general public interest, as provided 
for in § 202, 16 USCA § 824a, of the 
Federal Power Act. The section re- 
lating to consolidations and sales of 
property and franchises is bound up 
with the purchase, acquiring or taking 
of the securities of any other public 
utility, and it will scarcely be contend- 
ed that supervision and regulation of 
this latter matter, necessary for the 
protection of the local consuming pub- 
lic, has been wholly removed from the 
state Commissions and lodged in the 
Federal Power Commission by § 203. 


Subsequent sections of the Federal 
Power Act give the Federal Power 
Commission jurisdiction (1) over the 
issuance of securities and assumption 
of liabilities by public utilities (§ 204, 
16 USCA § 824c) with a proviso that 
it shall not extend to a public utility 
organized and operating in a state, 
under the laws of which its security 
issues are regulated, by a state Com- 
mission ; (2) over all rates and charges 
made, demanded or received by any 
public utility for or in connection with 
the transmission or sale of electric 
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energy subject to the jurisdiction of 
the Commission (§§ 205, 206, 16 
USCA §§ 824d, 824e) ; (3) it is au- 
thorized on complaint of a state Com- 
mission to compel the furnishing of 
adequate interstate service by a public 
utility (§ 207, 16 USCA § 824f) ; (4) 
it may investigate and ascertain the 
actual legitimate cost of the property 
of a public utility, the depreciation 
therein, when necessary for rate—mak- 
ing purposes and other facts bearing 
on the fair value of the property, and 
may require an inventory of the prop- 
erty and a statement of the original 
cost and of all additions, betterments, 
extensions, and new construction to 
be filed with it (§ 208, 16 USCA § 
824g) ; and § 209, 16 USCA § 824h, 
provides for a conference between the 
Federal Power Commission and any 
state Commission regarding the rela- 
tionship between rate structures, costs, 
accounts, charges, practices, classifica- 
tion of public utilities subject to the 
jurisdiction of such state Commission 
and of the Federal Power Commission 
and for the furnishing by the Federal 
Commission to the state Commission 
of such information and reports as 
may be of assistance in state regulation 
of public utilities; thus expressly rec- 
ognizing the continued regulatory 
powers of the state Commissions and 
the desirability for coOperative action. 
We agree with the Public Utility Com- 
mission that it is not the design of the 
Federal Power Act, Part II, § 201 
et seq. 16 USCA § 824 et seq. that 
the Federal Power Commission should 
regulate local rates or local services 
of public utility companies; full con- 
trol over them is specifically left to 
the states. It makes provisions for 
the interconnection and codrdination 
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of facilities for the generation, trans. 
mission, and sale of electric energy, 
prohibits the sale or other disposition 
by a public utility of its facilities, sub 
ject to the jurisdiction of the Commis- 
sion, or the merger or consolidation of 
such facilities, or the purchase or ac- 
quisition by a public utility of the se- 
curities of any other public utility, 
without the consent and approval of 
the Commission first obtained. Sec- 
tion 824e provides that the Commis- 
sion may fix rates and charges, and the 
cost of transmission. A later section, 
§ 824f confers upon the Commission 
power to order adequate service. In 
none of these fields, has the state regu- 
lation over electric utilities been super- 
seded by the Federal Power Act. If 
the appellants’ argument is well-found- 
ed, the state Commissions are equally 
without power as to these matters in- 
cluded in the Federal Power statute, 
The declaration of policy [§ 201, 16 
USCA § 824] excludes such conclu- 
sions, and it is clearly the purpose of 
the entire act to regulate only those 
matters which pertain to the interstate 
exchange of wholesale power. The 
Federal Power Act therefore does not 
prohibit the commonwealth of Penn- 
sylvania from passing upon the neces- 
sity or desirability of mergers of elec- 
tric utilities selling energy at retail in 
Pennsylvania, or the sale by one such 
utility to another of its franchises and 
all its property, having regard to its 
effect upon local rates and service and 
the interests of the consuming public. 

The position of the Commission 
(appellee) is sustained by the follow- 
ing decisions of the Supreme Court 
of the United States, selected out of 
many supporting cases: Townsend v. 
Yeomans (1937) 301 U. S. 441, 81 
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L. ed. 1210, 57 S. Ct. 842, which held 
that the Tobacco Inspection Act of 
August 23, 1935, 49 Stat. 731, 7 
USCA § 511 et seq., did not occupy 
the field of legislation to such an ex- 
tent as to prevent the state of Georgia 
from prescribing maximum charges 
for handling and selling leaf tobacco; 
Kelly v. Washington ex rel. Foss Co. 
(1937) 302 U. S. 1, 82 L. ed. 1, 58 
S. Ct. 87, which held that an act of 
the state of Washington (Chap. 200 
of Washington Laws of 1907—Rem. 
Rev. Stat. § 9843 et seq.) providing 
for the inspection and regulation of 
vessels, was not superseded or dis- 
placed by the Motor Boat Act of Con- 
gress (36 Stat. 462, 46 USCA § 511 
et seq.) or other Federal statutes, in 
so far as such inspection and regula- 
tion was not covered by the Federal 
acts, and that its provisions would 
be enforced as to motor driven tugs 
not within the field covered by those 
acts. The court, speaking through 
Chief Justice Hughes, said: ‘Under 
our constitutional system, there neces- 
sarily remains to the states, until Con- 
gress acts, a wide range for the per- 
missible exercise of power appropriate 
to their territorial jurisdiction al- 
though interstate commerce may be af- 
fected. States are thus en- 
abled to deal with local exigencies and 
to exert in the absence of conflict with 
Federal legislation an essential pro- 
tective power. And when Congress 
does exercise its paramount authority, 
it is obvious that Congress may deter- 
mine how far its regulation shall go. 
There is no constitutional rule which 
compels Congress to occupy the whole 
field. Congress may circumscribe its 
regulation and occupy only a limited 
field. When it does so, state regula- 
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tion outside that limited field and oth- 
erwise admissible is not forbidden or 
displaced. The principle is thoroughly 
established that the exercise by the 
state of its police power, which would 
be valid if not superseded by Federal 
action, is superseded only where the 
repugnance or conflict is so ‘direct and 
positive’ that the two acts cannot ‘be 
reconciled or consistently stand to- 
gether.’”’ [citing cases] ; South Caro- 
lina State Highway Dept. v. Barnwell 
Bros. (1938) 303 U. S. 177, 82 L. 
ed. —, 58 S. Ct. 510, which held that 
the act of South Carolina of April 28, 
1933, 38 Stat. 340, which prohibits 
the use on the state highways of motor 
trucks, etc., whose width exceeds 90 
inches and whose weight, including 
load, exceeds 20,000 pounds, was not 
superseded by the Federal Motor Car- 
rier Act of 1935, Chap. 498, 49 Stat. 
546, 49 USCA § 304; Lehigh Valley 
R. Co. v. Public Utility Comrs. 
(1928) 278 U. S. 24, 35, 73 L. ed. 
161, P.U.R.1929A, 209, 49 S. Ct. 69, 
62 A.L.R. 805, which held that the 
Transportation Act of 1920, 41 Stat. 
456, did not deprive the states of the 
right to make reasonable orders for 
the abolition of grade crossings ; Hart- 
ford Accident & Indemnity Co. v. II- 
linois (1936) 298 U. S. 155, 158, 80 
L. ed. 1099, 56 S. Ct. 685, which held 
that the state of Illinois could pass a 
valid statute requiring commission 
merchants selling produce, including 
fresh fruits and vegetables, consigned 
from outside the state, to procure a 
state license, etc., notwithstanding the 
Act of Congress of June 10, 1930, 
Chap. 436, 46 Stat. 531, 7 USCA §§ 
499a—499r, required those engaged in 
the business of receiving fresh fruits 
and vegetables in interstate commerce, 
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for sale on commission, to procure a 
‘license from the Secretary of Agri- 
culture, thus covering in part the same 
ground as the Illinois law, when the 
Federal act expressly declared that 
state statutes dealing with the same 
subjects should remain in effect, ex- 
cept in so far as they were inconsistent 
with it; Carey v. South Dakota 
(1919) 250 U. S. 118, 63 L. ed. 886, 
39 S. Ct. 403, which held that § 29, 
Laws of South Dakota, 1909, Chap. 
240, forbidding shipment by carrier 
of wild ducks, whether taken lawfully 
or unlawfully, in open or closed sea- 
son, was not. in conflict with the Fed- 
eral Migratory Bird Act of March 4, 
1913, Chap. 145, 37 Stat. 828, 847, 
and the regulations of the Department 
of Agriculture adopted thereunder, 
since the latter act forbade only the 
destruction or taking of birds contrary 
to the regulations, and the regulations 
merely prescribed the closed seasons, 
and neither the act nor the regulations 
dealt with shipping. The declaration 
of the Federal act that the migratory 
birds “shall hereafter be deemed to be 
within the custody and protection of 
the government of the United States” 
was limited by the context to the pro- 
hibition above stated. “In construing 
Federal statutes enacted under the 
power conferred by the commerce 
clause of the Constitution the rule is 
that it should never be held that Con- 
gress intends to supersede or suspend 
the exercise of the reserved powers of 
a state, even where that may be done, 
unless, and except so far as, its pur- 
pose to do so is clearly manifested.” 
Illinois C. R. Co. v. Public Utilities 
Commission, 245 U. S. 493, 510, 62 L. 
ed. 425, P.U.R.1918C, 279, 38 S. Ct. 
170. See also, Atchison, T. & S. F. 
24 P.U.R.(N.S.) 


R. Co. v. California R. Commission, 
283 U. S. 380, 390, 75 L. ed. 1128, 
P.U.R.1931C, 359, 51 S. Ct. 553, 
Savage v. Jones (1912) 225 U. §, 
501, 529, 56 L. ed. 1182, 32 S. Ct. 
715; Atlantic Coast Line R. Co. y, 
Georgia (1914) 234 U. S. 280, 293, 
58 L. ed. 1312, 34 S. Ct. 829; Mintz 
v. Baldwin (1933) 289 U. S. 346, 
351, 77 L. ed. 1245, 53 S. Ct. 611; 
Chicago, M. & St. P. R. Co. v. Solan 
(1898) 169 U. S. 133, 137, 42 L. ed. 
688, 18 S. Ct. 289; Reid v. Colorado 
(1902) 187 U. S. 137, 47 L. ed. 108, 
23 S. Ct. 92; Cummings v. Chicago 
(1903) 188 U. S. 410, 47 L. ed. 525, 
23 S. Ct. 472; Pennsylvania R: Co. 
v. Hughes (1903) 191 U. S. 477, 488, § 
48 L. ed. 268, 24 S. Ct. 132; Crossman 
v. Lurman (1904) 192 U. S. 189, 48 
L. ed. 401, 24 S. Ct. 234; Asbell v. 
Kansas (1908) 209 U. S. 251, 52 L. 
ed. 778, 28 S. Ct. 485; Missouri P. R. 
Co. v. Larabee Flour Mills Co. (1909) 
211 VU. S.612, 621, SS L. of 352, 
29 S. Ct. 214. 


The cases cited and relied on by the 
appellants are ones in which the Act of 
Congress amounted to an exclusive 
occupation of the field of regulation or 
in terms superseded the state law pre- 
viously existing. By the express 
terms of the Federal Power Act that is 
not the case here. Two interests are 
recognized by the act as being con- 
cerned in the regulation of public utili- 
ties engaged in the generation, trans- 
mission, and sale of electric energy, 
Federal and state. The Federal Com- 
mission has to do with the transmis- 
sion and sale of energy at wholesale in 
interstate commerce; the state with its 
generation and local distribution to the 
retail consumer. For Federal pur- 
poses, the Federal Power Commission 
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is given control of the interconnection 
and coordination of facilities, with a 
view to assuring an abundant supply 
of electric energy throughout the Unit- 























Ct. ed States; but the jurisdiction of the 
Sa state Commission is expressly reserved 
293, over facilities used for the generation 
intz of electric energy and over facilities 
346, used in its local distribution. The 
oe sale or disposal of the facilities of a 
lan public utility and the merger or con- 
ed. solidation of such facilities involve a 
ado dual interest. Before such action can 
08, legally take place the Federal Power 
1ZO Commission must be satisfied that the 
25, general plan for the interconnection 
£0. and codrdination of facilities will not 
88, be harmed thereby and the public in- 
an terest in the transmission and sale of 
48 electric energy at wholesale in .inter- 
v. state commerce not adversely affected ; 
L. and the state Commission must be 
R. satisfied that the proposed action will 
)) not prove injurious to the interests of 
2, the local consumer. Both interests 

must be considered and the approval 
1e of both Commissions is necessary be- 
of fore the sale or merger can be accom- 






plished. This is due to the fact that 
the jurisdiction of the state Commis- 
sion in this respect, which existed prior 
to the enactment of the Federal Power 
Act, is not taken away, but is express- 
ly reserved. As respects the sale or 
merger of facilities, as distinguished 
from the interconnection and coordi- 
nation of facilities, the act merely re- 
quires the securing of an additional 
consent or approval, that of the Fed- 
eral Power Commission, when satis- 
fied that the Federal interests will not 
be jeopardized thereby. 
2—Appellants claim that § 202 (e) 
of the Public Utility Act of May 28, 
1937, P. L. 1053, 66 PS § 1122(e), 
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which requires a certificate of public 
convenience from the Public Utility 
Commission evidencing its approval 
before any public utility may acquire 
from or transfer to any person or cor- 
poration by any method or device 
whatsoever (including among other 
things a consolidation, merger, sale, 
or lease) the title to, or the possession 
or use of, any tangible or intangible 
property whatsoever, is unconstitu- 
tional as depriving them of their prop- 
erty without due process of law, con- 
trary to the Fourteenth Amendment to 
the Federal Constitution ; and that the 
exempting clause, which provides that 
the Commission may, by regulation, 
exempt any class of property from the 
provisions of this paragraph, is un- 
constitutional and void as an unlawful 
delegation of legislative power con- 
trary to Art. II, § 1, of the Constitu- 
tion of this commonwealth. 


[3] At the outset we may say that 
had the Act of 1937, supra, been in 
force and effect when this application 
was filed, the appellants would have 
been precluded from raising this ques- 
tion; for it is settled law that one who 
invokes an unconstitutional enactment 
or proceeding is barred from assert- 
ing its invalidity. Montgomery Coun- 
ty Bar Asso. v. Rinalducci (1938) 329 
Pa. 296, 298, 197 Atl. 924; Ash- 
wander v. Tennessee Valley Authority 
(1936) 297 U. S. 288, 348, 80 L. ed. 
688, 56 S. Ct. 466; Electric Co. v. 
Dow (1897) 166 U. S. 489, 41 L. ed. 
1088, 17 S. Ct. 645; St. Louis Mal- 
leable Casting Co. v. Prendergast 
Construction Co. (1923) 260 U. S. 
469, 67 L. ed. 351, 43 S. Ct. 178; 
Wall v. Parrot Silver & Copper Co. 
(1917) 244 U. S. 407, 411, 61 L. ed. 
1229, 37 S. Ct. 609; Great Falls Mfg. 
24 P.U.R.(N.S.) 
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Co. v. Attorney General (1888) 124 
U.S. 581, 598, 31 L. ed. 527, 8 S. Ct. 
631. But when appellants filed their 
application for the approval of the 
proposed sale the state statute in force 
was the Public Service Company Law 
of July 26, 1913, P. L. 1374, and the 
Federal Power Act of August 26, 
1935, had not been enacted. The sub- 
sequent passage of the Public Utility 
Law of May 28, 1937, P. L. 1053, 66 
PS § 1101 et seq., which repealed and 
superseded the Public Service Compa- 
ny Law of 1913, while appellants’ ap- 
plication was pending, did not estop 
or bar them from asserting the un- 
constitutionality of provisions of the 
superseding act sought to be applied 
by the Public Utility Commission. 

[4] The relevant provision of the 
Public Service Company Law of 1913, 
66 PS § 182(c) under which the ap- 
plication was filed was: 

“Article III, § 3. Upon like ap- 
proval of the Commission first had and 
obtained, as aforesaid, and upon com- 
pliance with existing laws, and not 
otherwise, it shall be lawful—. 

(c). For any public service compa- 
ny to sell, assign, transfer, lease, con- 
solidate, or merge its property, powers, 
franchises, or privileges, or any of 
them, to or with any other corporation 
or person.” The appellants admit the 
constitutionality of this provision and 
recognize its applicability to the pro- 
posed sale, when the petition for ap- 
proval was filed. 

The corresponding relevant provi- 
sion of the Public Utility Law of 
1937, 66 PS § 1122(e) is as follows: 

“Article II, § 202. Enumeration of 
Acts Requiring Certificate— Upon 
approval of the Commission, evi- 
denced by its certificate of public con- 
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venience first had and obtained, and 
upon compliance with existing laws, 
and not otherwise, it shall be lawful: 


(e) For any public utility to 
acquire from, or transfer to, any per- 
son or corporation, including a mu- 
nicipal corporation, by any method or 
device whatsoever (including among 
other things a consolidation, merger, 
sale, or lease) the title to, or the pos- 
session or use of, any tangible or in- 
tangible property whatsoever : Provid- 
ed, however, that the Commission 
may, by regulation, exempt 
any class of property from the provi- 
sions of this paragraph.” 

This provision appellants attack as 
unconstitutional for the reasons set 
forth at the beginning of this heading. 

We are of opinion that, considered 
by itself, there is merit in the conten- 
tion. Literally enforced, it would de- 
prive appellants, which are corpora- 
tions duly chartered and empowered 
to transact business, of the right or 
authority to buy or sell the least thing 
or article needed in the ordinary con- 
duct of their business, a postage stamp, 
a sheet of paper, or a lead pencil— 
whether it had any relation to their 
duty, power, or ability to supply ade- 
quate service to the public at fair and 
reasonable and _ nondiscriminatory 
rates, or not—unless they first ob- 
tained from the Public Utility Com- 
mission a certificate of public conven- 
ience evidencing its approval of such 
purchase or sale. The literal enforce- 
ment of such a provision would not be 
lawful supervision or regulation of a 
public utility in the interest of the pub- 
lic, but would amount to a seizure of 
the control and management of the 
corporation, and the taking over of its 
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business without due compensation or 
due process of law. This the legisla- 
ture has no power to do. Under the 
police power, through its agent, the 
Public Utility Commissioii, it may rea- 
sonably supervise and regulate the 
business of public utility companies, 
with the purpose of securing to the 
public adequate service at fair and 
reasonable rates, but it may not law- 
fully interfere with the management 
and control of the corporation beyond 
what is reasonably necessary for that 
object. Coplay Cement Mfg. Co. 
v. Public Service Commission, 271 Pa. 
58, 61, P.U.R.1921E, 597, 114 Atl. 
649, 16 A.L.R. 1214; Missouri ex 
rel. Southwestern Bell Teleph. Co. v. 
Public Service Commission, 262 U. S. 
276, 289, 67 L. ed. 981, P.U.R.1923C, 
193, 43 S. Ct. 544, 31 A.L.R. 807; 
Interstate Commerce Commission v. 
Chicago G. W. R. Co. (1908) 209 U. 
S. 108, 118, 52 L. ed. 705, 28 S. Ct. 
493; Interstate Commerce Commis- 
sion v. Alabama Midland R. Co. 
(1897) 168 U. S. 144, 172, 42 L. ed. 
414, 18 S. Ct. 45; Chambersburg Gas 
Co. v. Public Service Commission 
(1935) 116 Pa. Super. Ct. 196, 227, 
7 P.U.R.(N.S.) 359, 176 Atl. 794; 
Chicago, M. & St. P. R. Co. v. Wis- 
consin, 238 U. S. 491, 501, 59 L. ed. 
1423, P.ULR.ASISD,. 706, 38. S.Ct. 
869, L.R.A.1916A, 1133. “It must 
~ never be forgotten that while the state 
may regulate with a view to enforcing 
reasonable rates and charges, it is not 
the owner of the property of public 
utility companies and is not clothed 
with the general power of manage- 
ment incident to ownership.” Mis- 
souri ex rel. Southwestern Bell Teleph. 
Co. v. Public Service Commission, su- 
pra, at p. 289. The provision com- 
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plained of goes beyond any power con- 
ferred by any similar statutory clause 
which has been sustained as constitu- 
tional, that has been brought to our 
attention. In the Federal Power Act, 
supra, the corresponding provision (§ 
203 (a), 16 USCA § 824b (a)) is, 
“No public utility shall sell, lease, or 
otherwise dispose of the whole of its 
facilities, subject to the jurisdiction of 
the Commission, or any part thereof 
of a value in excess of $50,000, or by 
any means whatsoever, merge or con- 
solidate such facilities or any part 
thereof with those of any other person, 
without first having secured an order 
of the Commission authorizing it to 
do so.”” The New Jersey Public Utili- 
ties Act, Chap. 195, Laws of 1911, 
Rev. Stat. 1937, 48: 3-9, as amended, 
cited by the Commission, provides: 
“Section 18(h). No public utility 
as herein defined shall: Without the 
approval of the board sell, lease, mort- 
gage, or otherwise dispose of or en- 
cumber its property, franchises, privi- 
leges, or rights, or any part thereof; 
nor merge or consolidate its property, 
franchises, privileges, or rights, or any 
part thereof, with that of any other 
public utility as herein defined. Every 
sale, lease, mortgage, disposition, en- 
cumbrance, merger, or consolidation 
made in violation of any of the provi- 
sions hereof shall be void and of no 
effect. Nothing herein contained shall 
be construed in any wise to prevent the 
sale, lease, or other disposition by any 
public utility as herein defined of any 
of its property in the ordinary course 
of its business.” The foregoing words, 
italicized by us, take out of this provi- 
sion the sale, lease, or other disposition 
by a public utility company of its 
property in the ordinary course of its 
24 P.U.R.(N.S.) 
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business, and leave the clause unob- 
jectionable in this respect. Thus lim- 
ited it is not essentially different from 
the provision in the old Pennsylvania 
Public Service Company Law, above 
quoted, which the appellants admitted 
was constitutional. See Re Relief 
Electric Light, Heat & P. Co. 63 Pa. 
Super. Ct. 1, P.U.R.1916D, 592. 


[5] The invalidity of the provision 
under consideration is not cured by the 
added clause, “Provided, however, 
that the Commission may, by regula- 
tion, exempt any class of 
property from the provisions of this 
paragraph.” The legislature declared 
no policy, established no standard, 
laid down no rule, to govern the Com- 
mission in formulating the regulation 
or regulations under which “any class 
of property” would be exempted from 
the general clause denying to any pub- 
lic utility company the right ‘‘to ac- 


quire from, or transfer to, any person 


or corporation by any method 
or device whatsoever (including 
among other things a consolidation, 
merger, sale, or lease) the title to, or 
the possession or use of any tangible or 
intangible property whatsoever.” 
“There is no requirement, no defini- 
tion of circumstances and conditions” 
(Panama Refining Co. v. Ryan 
[1935] 293 U. S. 388, 430, 79 L. 
ed. 446, 55 S. Ct. 241), in which the 
purchase or sale of any property is to 
be allowed or prohibited; no form or 
standard by which any class of prop- 
erty exempted from its provisions is 
to be determined. The whole matter 
of exemption is left to the arbitrary 
will of the Commission controlled by 
no chart or compass. Because of this, 
the cases relied on by counsel for the 
Commission (Gima v. Hudson Coal 
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Co. [1933] 310 Pa. 480, 165 Atl. 850; 
Rohrer v. Milk Control Board [1936] 
322 Pa. 257, 186 Atl. 336) do not 
apply. The case, in this respect, falls 
squarely within the rulings of the 
United States Supreme Court in Pan- 
ama Refining Co. v. Ryan, supra, and 
Schechter Poultry Corp. v. United 
States (1935) 295 U. S. 495, 79 L. 
ed. 1570, 55 S. Ct. 837, 97 A.L.R. 
947, and the supreme court of Penn- 
sylvania in Holgate Bros. Co. y, 
Bashore, — Pa. —, 200 Atl. 672, and 
York R. Co. v. Driscoll (1938) — 
Pa. —, 24 P.U.R.(N.S.) 405, 200 
Atl. 864. 


[6] But it does not follow, because 
the legislature went too far in § 202 
(e) and attempted to encroach upon 
the field of the general control and 
management of public utility compa- 
nies, that all regulation over the sale 
by a public utility company of its 
franchises and property to another 
company, or the corresponding pur- 
chase by a public utility company of 
the franchises and property of anoth- 
er company, is thereby invalidated. 
There are evidences in other sections 
of the Public Utility Company Act, as 
well as in § 202, of an apparent intent 
to enlarge the domain of the Public 
Utility Commission beyond the lawful 
supervision and regulation of utilities 
provided for by the Public Service 
Company Act of 1913, but none of any 
intent to restrict or limit the field of 
regulation and supervision provided 
for by that act. The Public Utility 
Law of 1937 provides in § 1403, 66 
PS § 1533. “Severability. It is hereby 
declared that the provisions of this 
act are severable one from another 

and if for any reason one or 
more of such provisions be judicially 
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held to be unconstitutional, in 
anywise for any reason, such holding 
or decision shall not affect the validity 

of the remaining provisions of 
this act. It is hereby declared that 


such provision, and the remaining pro- 
visions, would have been enacted, not- 
withstanding such judicial determina- 
tion of the invalidity of any of such 
particular provision or provisions in 
any respect.” 


Our supreme court has ruled that 
if part of a statute, which is unconsti- 
tutional in its operation, is independent 
of and separable from that which is 
constitutional, so that the latter may 
stand by itself, the part which is con- 
stitutional may be sustained and en- 
forced, even though the unconstitu- 
tional provisions be contained in the 
same section. Rothermel v. Meyerle 
(1890) 136 Pa. 250, 265, 20 Atl. 583, 
9L.R.A. 366. This was followed and 
approved in the very recent case of 
Rutenberg v. Philadelphia (1938) 329 
Pa. 26, 39, 196 Atl. 73, where the 
“1937 Magistrates’ Court Act” (June 
15, 1937, P. L. 1743, 42 PS § 1101 
et seq.) was under consideration and 
the sections relating to the criminal 
jurisdiction of the magistrates’ courts 
were held constitutional and those 
which attempted to set up a “civil di- 
vision” were held unconstitutional, 
and as to §§ 33 and 34, 42 PS §§ 1134, 
1135, in so far as they related to the 
criminal jurisdiction vested in the 
magistrates and to the civil jurisdic- 
tion theretofore vested in them, they 
were held valid, and beyond that were 
not sustained. See also, Blauner’s Inc. 
v. Philadelphia, 330 Pa. 342, 198 Atl. 
889. Opinion by Mr. Justice Drew, 
filed April 12, 1938. In the Statutory 
Construction Act of May 28, 1937, P. 
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L. 1019, it is provided in § 51, 46 PS § 
551: “When the words of a law are 
not explicit, the intention of the legis- 
lature may be ascertained by consider- 
ing, among other matters—(1) the 
occasion and necessity for the law; 
(2) the circumstances under which it 
was enacted; (3) the mischief to be 
remedied; (4) the object to be at- 
tained; (5) the former law, if any, 
including other laws upon the same or 
similar subjects; (6) the consequences 
of a particular interpretation; (7) the 
contemporaneous legislative history ; 
and (8) legislative and administrative 
interpretations of such law” (p. 
1024). And in § 52, 46 PS § 552: 
“In ascertaining the intention of the 
legislature in the enactment of a law, 
the courts may be guided by the fol- 
lowing presumptions among others: 
(1) That the legislature does not in- 
tend a result that is absurd, impossible 
of execution, or unreasonable; 

(3) That the legislature does not in- 
tend to violate the Constitution of the 
United States or of this common- 
wealth; (5) That the legisla- 
ture intends to favor the public in- 
terest as against any private interest.” 
Supervision and regulation of the ac- 
quisition, or sale, of the franchises and 
property of one public utility company 
by, or to, another are so vitally im- 
portant in the public interest, having 
regard to the utility’s ability to provide 
adequate service and the fair and rea- 
sonable charges to the public for such 
service, that it should not be held that 
it was the legislative intent wholly to 
forego such supervision and regulation 
merely because of an abortive attempt 
to broaden the field and include control 
over all transfers of any tangible or 
intangible property whatsoever, irre- 
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spective of whether they reasonably 
tended to effect the facilities and serv- 
ice to be supplied the public and the 
fair and reasonable rates to be charged 
therefor. Certainly the new act shows 
no intent to narrow or restrict the field 
of supervision and regulation provided 
in this respect by the Act of 1913. See 
West v. Lysle (1931) 302 Pa. 147, 
151, 153 Atl. 131. “A construction 
must be adopted that will make effec- 
tive the legislative intent’; Teachers’ 
Tenure Act Cases (1938) 329 Pa. 
213, 235, 197 Atl. 344. We accord- 
ingly hold that the provisions of § 202 
relative to the requirement of a certifi- 
cate of public convenience evidencing 
the approval of the Commission before 
any public utility company may ac- 
quire or transfer the property or fran- 
chises—that is, “the tangible or in- 
tangible property”—of another public 
utility company will not be extended 


beyond the provisions of Art. III, § 3, 
of the Public Service Company Law 
of 1913, nor, on the other hand, con- 
strued so as to deprive the Commission 
of the supervision and regulation over 


such acquisitions and _ transfers— 
whether by sale or merger—which 
were granted the regulatory body by 
that act. The net result of our ruling 
is that § 202 of the Public Utility Act 
of 1937, 66 PS § 1122 will be con- 
strued as continuing in force the law 
on the subject of the sale, lease, con- 
solidation, or merger by a public utility 
company of its property, powers, fran- 
chises, or privileges, or any of them, 
to or with any other corporation or 
person, as it was established in the 
Public Service Company Act of 1913. 

[7, 8] (3) Finally, appellants con- 
tend that the findings and determina- 
tion upon which the Commission based 
24 P.U.R.(N.S.) 


its order of denial were arbitrary, 
capricious, and unsupported by the evi- 
dence. 

The order deals with an administra- 
tive matter, which this court may not 
disturb unless it is clearly shown to be 
without support in the evidence, or so 
arbitrary, capricious, and unreasonable 
as to amount to error of law, or a 
violation of constitutional rights (§ 
1107, 66 PS § 1437). The criterion 
by which the Commission is to be 
guided in its determination is not 
whether the proposed sale will be in 
the interest of the utility company or 
companies, but whether it is necessary 
or proper for the service, accommoda- 
tion, convenience, and safety of the 
public. They are not always identical. 

Two of the grounds for refusal of 
the certificate originally presented by 
the Commission—(1) the amount of 
the purchase price, and (2) the mov- 
ing of current assets from the treasury 
of Metropolitan to its holding compa- 
ny, NYPANJ Utilities Company— 
have been eliminated by subsequent 
amendments, but, in the judgment of 
the Commission, the fatal and insur- 
mountable objection still remains that 
the territories of the applicant compa- 
nies are not physically connected, are 
not contiguous, and are so different in 
character as not to be susceptible of 
rate unification; and, in consequence, 
the Commission was not satisfied that 
the interest of the public would be 
served by the sale or merger. 

We shall not unnecessarily extend 
the length of this already too long 
opinion by stating in full the matters 
relied on by the Commission as the 
basis for its action. The opinion 
covers twenty-two pages and shows a 
full and thorough treatment of the 
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subject. But some circumstances must 
be stated for a proper comprehension 
of the point involved. Northern 
serves 21,000 consumers in nine coun- 
ties in the northeastern part of Penn- 
sylvania, extending from Potter coun- 
ty to Wayne county and from the New 
York state line south nearly as far as 
Williamsport. Its territorial area is 
almost twice that served by Metropoli- 
tan, which has 106,000 consumers in 
fourteen counties in the eastern and 
southeastern parts of Pennsylvania 
(excluding Philadelphia, Chester, and 
Delaware counties), extending from 
Adams county on the Maryland state 
line eastwardly to Bucks county and 
northeastwardly to Pike county. The 
areas are separated by 32 miles on the 
eastern boundaries and over 100 miles 
on the western. The gross operating 
income derived from Northern’s 21,- 
000 consumers in 1934 was $1,400,- 


000, or an average of about $66% per 


year. Metropolitan’s gross operating 
income from its 106,000 consumers 
was $10,800,000, or an average of 
about $103 per year. Northern’s ter- 
ritory is for the most part rural and 
sparsely settled; Metropolitan’s is ur- 
ban and rather thickly settled. The 
net annual income of Northern as 
shown in the exhibits attached to the 
petition was $131,447; that of Metro- 
politan $3,077,603. Most of North- 
‘ern’s electric energy is secured from 
a New York state affiliate under a con- 
tract which does not expire until 1945. 
The proposed connecting line which 
Metropolitan would build at a cost of 
$750,000 would not be to Northern’s 
line, but to New York State Electric 
& Gas Company’s property at Bing- 
hamton, N. Y., and the energy re- 
ceived by that company would be cred- 
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ited against the energy delivered by it 
to Northern; but there would be no 
direct interconnection between Metro- 
politan and Northern and the future 
assurance of available energy in 
Northern territory would remain de- 
pendent on New York State Electric & 
Gas Company’s supply. The two 
companies will therefore remain non- 
contiguous and there will not be a con- 
solidation of facilities available for 
local service to consumers, which is 
ordinarily a beneficial result of merger. 
As was said in the opinion: “In con- 
clusion the record clearly shows that it 
is not proposed to interconnect the 
respective areas of the two companies, 
but that the areas will be operated 
separately ; that of Metropolitan Com- 
pany to be served with power generat- 
ed in its own plants and that of North- 
ern Company to be served with power 
purchased from its affiliate, New York 
State Electric and Gas Corporation. 
Were the merger approved the areas 
would continue to be operated as at 
present but under single management 
which, however, is the effect today 
since both companies are wholly owned 
by NYPANJ Utilities Company. If 
the bonds of Northern Company were 
refinanced with bonds of Metropolitan 
Company at a lower interest cost, such 
benefit would accrue only to the com- 
mon stockholders (NYPANJ Utilities 
Company ), and in no way redound to 
the benefit of the ratepayer. Any 
economies of operation which might 
result, however, would be inconse- 
quential and have no material effect 
upon rates. The merger is not re- 
quired to bring about the simplification 
of the Northern Company rates, nor 
to effect the suggested reduction in 
rates for rural lines, since if such re- 
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duction could be made after the mer- 
ger is consummated it could be made 
now. Were the merger consummated 
and an attempt made to keep separate 
the costs of operation in the respective 
areas, the record shows that such 
separation would be based on assump- 
tions, so that any desired result of al- 
location could be obtained, and regu- 
lation and determination of proper 
rates by us in the two areas would be 
rendered impossible.” 

The Commission was of opinion 
that, in the circumstances above men- 
tioned, if a merger was approved be- 
tween these two nonconnecting and 
noncontiguous companies and a unified 
system.of accounts was set up, it would 
be impossible accurately to separate 
the expenses chargeable to Northern 
from those chargeable to Metropoli- 
tan, to the resulting detriment of con- 
sumers in the Metropolitan area; and 
if separate sets of accounts were set 
up, segregating these items, as was 
suggested would be done, one of the 


savings which was to be expected from 
the merger would be lost, and nothing 
gained in that respect over the present 
control of both companies by one hold- 
ing company—and, if done, the alloca- 
tion of costs would be within the ar- 
bitrary action of the holding company, 
and difficult, if not impossible, of 
supervision by the Commission. See, 
in this connection, Federal Power 
Commission v. Metropolitan Edison 
Co. (1938) — U. S. —, 82 L. ed. 
—, 24 P.U.RA(N.S.) 394, 58 §, 
Ct. 963, opinion by Chief Justice 
Hughes. 

Without going further into details, 
we are of opinion that the conclusion 
of the Commission is not unsupported 
by evidence and that appellants have 
failed to establish that the order ap- 
pealed from is capricious and arbitrary 
and so unreasonable as to amount to 
error of law. 

The appeals are dismissed and the 
order of the Commission is affirmed at 
the costs of the appellants. 








MONTANA PUBLIC SERVICE COMMISSION 


Re Fred A. Horning, Doing Business As 
Superior Electric Light & Water Works 


[Docket No. 2223, Report & Order No. 1710.] 


Accounting, § 13 — Additions and betterments. 


1. That expenditures for additions are of the kind which have been charged 
to operating expense in the past and that it is thought to be useless to add 
such items to plant value in view of the fact that the contention is made 
in proceedings before the Commission that the value is too high at the 
present time presents no valid excuse or justification for net charging 


additions to plant value, p. 468. 
24 P.U.R.A(NS.) 
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Evidence, § 21 — Hearsay — Estimate by engineer. 
2. An estimate of an engineer who has appraised public utility property for 
the purpose of a rate hearing is properly excluded from evidence when 
the engineer is not present at the hearing and has not signed the appraisal, 
even though the Commission is not bound by technical rules of evidence, 
since all parties must be fully apprised of the evidence submitted and 
must be given an opportunity to cross-examine witnesses, p. 468. 


Rates, § 124 — Factors affecting reasonableness — Fair value and return. 
3. The Commission, in determining whether or not rates are reasonable, 
must ascertain the fair value of the property of the utility and determine 
the fair rate of return on the property, p. 469. 


Valuation, § 21 — Determination of rate base. 
4, Present fair value of utility property is the ultimate object to be attained 
before the Commission can proceed to determine what the reasonable rate 
should be, and each case must be determined upon its own facts and cir- 
cumstances, p. 469. 


Valuation, § 24 — Rate base — Future values. 
5. The Commission in determining the present value of a plant for rate 
making must make an honest and intelligent forecast of the probable future 
values in relationship to the plan, p. 470. 


Valuation, § 85 — Accrued depreciation, 
6. Depreciation should be considered in determining the rate base, p. 471. 


Valuation, § 45 — Rate base — Assessed valuation as factor. 
7. Evidence as to the assessed valuation of utility property should be given 
no greater weight than other evidence introduced in the case to determine 
the rate base, although the Commission takes note of such evidence, p. 


472. 


Evidence, § 4 — Records of Commissions. 
8. The Commission takes into consideration the experience that it has 
gained and what the records of a particular utility show which are on 
file in the Commission office, p. 472. 


Expenses, § 118 — Uncollectible accounts. 
9. Charges for uncollectible accounts should not be allowed as an item of 
operating expense unless the accounts are in reason uncollectible, p. 472. 


Expenses, § 118 — Uncollectible accounts — Delinquency of utility. 
10. A delinquency in collecting accounts, which shows an inexcusable in- 
dulgence on the part of a public utility, is not chargeable to the customers 
in general, where the company has the advantage of regulations designated 
to insure promptitude in payment, and the burden for such uncollectible 
accounts should be upon the utility and not upon its patrons, p. 472. 


Expenses, § 118 — Uncollectible accounts — Items for current year. 
11. The writing off of small and worthless accounts of a public utility 
cannot be done at the expense of the present ratepayer except for the current 
year, p. 472. 

Expenses, § 118 — Uncollectible accounts — Accounts secured by notes. 
12. An account secured by note should not be classed as charged off as 
an uncollectible account unless the evidence shows that the note is un- 


collectible, p. 472. 
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Return, § 87 — Electric utility. 


13. An electric utility company was allowed a return of 7 per cent, p. 473, 


Accounting, § 5 — Duty of utility — Additions. 
14. Utility accounts should be kept with fidelity, and additions to the 
utility’s investment should never be charged to operating expenses, p. 473. 
Discrimination, § 76 — Concessions to utility owner. 


15. The owner of a public utility plant and related properties is not justified 
in using electricity in his home or his other business without paying for 
the same, even though such electricity is supplied by his utility, p. 474. 


[May 18, 1938.] 
F. gleaane ste for authority to increase electric rates; applica- 


tion denied and rates established by temporary order 
made permanent. 


APPEARANCES: Toole & Boone, 
Attorneys at Law, Missoula; Fred A. 
Horning, <nanager of the Superior 
Electric Light and Water Works, Su- 
perior; R. J. Hale, Consulting En- 
gineer, Missoula, for the Superior 
Electric Light and Water Works; 
Walter T. Murphy, County Attorney 
of Mineral county, Superior, and R. 
W. Spangler, Chairman of the Con- 
sumers’ Committee, Superior, for the 
Consumers of the Superior Electric 
Light and Water Works; John W. 
Bonner, Counsel, Helena, for the 
Commission. 

Before: Chairman Thomas E. 
Carey, and Commissioners Horace F. 
Casey and E. E. Krebsbach, at Supe- 
rior, Montana, on July 14, 1937. 


Pursuant to 


By the Commission : 
formal and informal complaints filed 
with this Commission alleging that 
the electric rates charged by the Su- 


perior Electric Light and Water 
Works were unreasonable, a hearing 
was had by this Commission at Su- 
perior, Montana, on July 14, 1937, 
wherein a complete investigation of 
said complaints was made. 


24 P.U.R.(N.S.) 


The Superior Electric Light and 
Water Works is the name given an in- 
dividually owned plant located at Su- 
perior, the county seat of Mineral 
county, Montana, devoted to furnish- 
ing electric service to the towns of 
Superior and Iron Mountain, Mon- 
tana, towns forming one community, 
lying east and west of the Clarks Fork 
of the Columbia river, on the lines of 
the Milwaukee and Northern Pacific 
Railways, respectively. Sale of elec- 
trical energy was commenced in 1906 
and this Commission’s jurisdiction 
over the service was, by operation of 
law, incepted on March 4, 1913. 

Formerly the Superior Electric 
Light and Water Works developed its 
electric energy by hydroelectric equip- 
ment. In 1925, the development of 
electric energy by hydroelectric equip- 
ment was discontinued and ever since 
the year mentioned, the Superior 
Electric Light and Water Works has 


been purchasing its electric energy | 


from the Montana Power Company, a 
public utility of this state. 

This Commission, in Docket No. 
779, made a complete investigation of 
the affairs of the Superior Electric 
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Light and Water Works and reported 
its findings in Report and Order No. 
312, in said docket, on February 23, 
1921, which Report may be found in 
14M. U. R. 211. As far as the rec- 
ord shows, this was the first time that 
the rates for the electric utility in- 
volved were established and they were 
later modified by the voluntary action 
of the Superior Electric Light and 
Water Works in August, 1932, with 
the approval of the Commission, to 
allow a discount of 15 per cent, if 
the bills were paid on or before the 
tenth day of the month and by reduc- 
ing the rate by 3 cents per kilowatt 
hour. 

In February, 1935, upon an infor- 
mal complaint, in Docket No. 1839, 
this Commission investigated the rates 
charged by the Superior Electric 
Light and Water Works and, after 
due notice and hearing, issued its Re- 
port and Order No. 1660, in Docket 
No. 1839, wherein the Commission 
made substantial reductions in the 
rates charged by the said utility. The 
utility immediately brought action 
against the Commission in the United 
States district court for the district of 
Montana, and restrained this Com- 
mission from putting into effect the 
rates contained in its said report. 
However, an agreement was had be- 
tween the parties and, on November 
14, 1935, the following electrical 
schedules were approved by the Com- 
mission: [Schedules omitted. ] 


Residents of the town of Superior 
again complained to this Commission 
and a hearing was held by this Com- 
mission, on June 22, 1936, in Docket 
No. 2223, whereat the rates of the 
Superior Electric Light and Water 
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Works were again investigated. 
Thereafter, the Commission took the 
matter under advisement and issued 
its Report and Order No. 1683, in said 
Docket No. 2223, on July 7, 1936. 
In its report and order, this Commis- 
sion placed in operation for a trial pe- 
riod of ninety days the following rates 
to be charged by the utility: [Sched- 
ules omitted. ] 

After numerous complaints, both 
formal and informal, on behalf of the 
consumers of the Superior Electric 
Light and Water Works and on be- 
half of the utility itself, this Com- 
mission again held a hearing at Supe- 
rior, Montana, on July 14, 1937, 
where it made an investigation in 
Docket No. 2223 of the rates now in 
effect and last enumerated herein and 
after such investigation, this report 
and order is now made. 

The utility has 120 electrical con- 
sumers and while the waterworks 
and the electric plant are operated to- 
gether, separate books are kept for 
each utility. When the plant was 
purchased by its present owner, Fred 
A. Horning, in 1921, the purchase 
price was $8,100. At the date of the 
hearing, the property had an assessed 
valuation of $9,105. Mr. Horning 
stated at the hearing that the assessed 
valuation had nothing to do with the 
value of the plant, since the assess- 
ment was placed upon the plant by 
the county of Mineral without his 
consent. However, the county assess- 
or was called to the stand and testi- 
fied that a year before the hearing 
herein he spoke to Mr. Horning about 
the assessed valuation of the plant and 
that Mr. Horning stated that the as- 
sessed valuation of $9,105 was too 
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high. It is significant that although 
Mr. Horning was again called to the 
stand he did not deny what the coun- 
ty assessor stated about his complain- 
ing as to the assessed valuation of the 
electric plant being too high. 

Since 1921, when the plant was pur- 
chased by Mr. Horning, it appears 
that he has made additions to it, so 
that at the date of the hearing the 
book value of the plant was $14,746. 
Beginning in 1922 up to the date of 
the hearing, Mr. Horning has taken 
$300 annually for depreciation on his 
plant and he has used this money in 
making repairs and replacements. Mr. 
Horning claimed at the hearing that 
the plant as it now stands is as good 
as a new plant and that the poles he 
has in the ground have a life of from 
forty to fifty years. The majority 


of these poles have already been in 


the ground for a period of twelve 
years. 

The evidence shows that there has 
been a gradual increase from 1927 
to 1936 in the consumption of elec- 
tricity. Starting with the year 1925, 
the net income of the plant has been, 
as follows: 


The operating expenses, starting 
with the year 1921, were, as follows: 
[Table omitted. ] 

The Superior Electric Light and 
Water Works, beginning in the year 
1932, paid for its power per kilowatt: 


The utility has received for 
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power per kilowatt, beginning with 
the year 1932: 
IOBE i acnees .0579 


AOSD yi02's os 0528 
MEO deeb siceas 0537 


BOO) c'dia'aieie eet 0553 
PIOG ws acclece al 042) 
LOSE. c's wsinae 042) 

Mr. Richard Hale, an engineer, tes. 
tified that in his opinion the replace. 
ment value of the plant at the date 
of the hearing was $19,140. Mr. 
Hale further testified that he would 
place the said valuation on the plant 
even though the original price was 
but $10. 

It appears from the evidence that 
operating expenses on the part of the 
utility in 1935 and 1936 have in- 
creased considerably over previous 
years, a fact which is not explained 
in the record. 

It appears that Mr. and Mrs. Fred 
A. Horning received jointly $1,500 
as salary for managing and taking 
care of the electric plant. In addi- 
tion to his other duties, Mr. Horning 
operates the waterworks and has an 
ice plant. The protestants at the hear- 
ing contended that the sum of $1,500 
per year was too much to be paid Mr. 
and Mrs. Horning, from the electric 
plant, since Mr. Horning devoted a 
great deal of his time to his other op- 
erations. It was further pointed out 
at the hearing that Mr. Horning did 
not charge himself for electricity con- 
sumed at his home or for any of his 
other business operations such as the 
ice plant. 

The evidence further shows that 
since the last hearing in this matter 
that the utility has procured the Unit- 
ed States Government as a consumer 
of electricity at the municipal airport. 
The electrical consumption at the air- 
port has been steadily increasing, since 
in January, 1937, the government pur- 
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chased 560 kilowatts, while in May, 
1937, the government purchased 1,656 
kilowatts. In addition to this, the 
government has been purchasing elec- 
tricity for a beacon located at the air- 
port, which is not on a meter but for 
which Mr. Horning receives for elec- 
trical energy the sum of $18 per 
month in addition to the sum which he 
receives from the government at the 
airport. 

In setting forth specifically the 
items constituting the operating ex- 
penses of the utility for the year 1936, 
Mr. Horning testified to items total- 
ing $4,321.86, while in the report the 
items set forth total $5,142.94, thus 
making a difference of $821.08. How- 
ever, On  cross-examination, Mr. 
Horning testified that of this dif- 
ference he charged $790 for bad 
debts, but in a definite memorandum 
submitted to this Commission by Mr. 
Horning immediately after the hear- 
ing, it was shown that the correct to- 
tal figure of alleged bad debts amount- 
ed to $789.38. Taking this figure as 
true, there is still the sum of $31.70 
which has not been accounted for 
when you compare the testimony of 
Mr. Horning at the hearing with the 
items set forth under “operating ex- 
penses” in the utility’s report for 
1936. From 1925 to 1932, no bad 
accounts were charged off, but begin- 
ning in 1932, the records show the 
charging off of bad debts, as follows: 

$417.75 = $595.42 


79.75 
109.90 


In itemizing the bad debts charged 
off for 1936, the following is disclosed 
as to the condition of these debts: 


[Table omitted shows total of 
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$789.38, partly secured by notes and 
partly paid by services. ] 

The condition of the accounts not 
shown as secured by notes is not ex- 
plained, nor is it explained how long 
the accounts are past due. It will be 
noted that beginning with the year 
1932 up to the present time that this 
utility has charged off as bad debts 
$1,992.20. These figures are indeed 
appalling when we know that the util- 
ity has but 120 consumers. 

One looking at the items listed un- 
der “Operating Expenses” in the re- 
port of this utility cannot find any- 
thing that will give intelligent specific 
operating expenses. Salaries, as well 
as wages paid to others and money 
for repairs, are taken out of the com- 
mercial accounts and other accounts. 

At the hearing the protestants in- 
troduced evidence to show that the 
use of electricicty in Superior was in- 
creasing and one witness testified that 
while he used 825 kilowatts in June, 
1936, under the new rates he has been 
using 1,636 kilowatts, which is with- 
in 14 kilowatts of being a 100 per cent 
increase in consumption. This wit- 
ness testified that because of the now 
existing reasonable rates he could use 
the added electricity. 

The protestants further contended 
that if Mr. and Mrs. Horning were 
allowed but $50 per month or $600 
per year for their services for this 
particular utility that this would be 
sufficient, since the parties named are 
devoting a great deal of their time to 
the ice plant and other interests that 
they have in Superior. How much 
time is devoted by Mr. Horning to 
his other business enterprises outside 
of this utility is not clearly shown in 
the record, but he testified at the hear- 
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ing that it required a considerable part 
of his time to deliver 400 or 500 
pounds of ice each day around the 
town. How much time he devotes to 
the water utility is not clearly shown 
by the cvidence. 

Taking the evidence at the hearing, 
as well as making note of the 1936 re- 
port filed with this Commission by the 
utility, we find that after subtracting 
the cost of power, $1,938.96, salaries 
to Mr. and Mrs. Horning, totaling 
$1,500, depreciation $300, and taxes, 
$172.01, that there is a difference of 
$1,231.97, since the total operating 
expenses for 1936, as shown by the 
annual report, amount to $5,142.94. 
Part of this difference is explained by 
the alleged bad bills, as heretofore 
shown. After the hearing, this Com- 
mission, in order to procure some defi- 
nite information relating to this dif- 
ference, found that there was a fur- 
ther expense of $17.50 for labor. 
Now then, taking the alleged bad ac- 
counts of $789.38, plus the extra la- 
bor of $17.50, we have a total of 
$806.88, thus leaving a balance of 
$425.09 still unaccounted for. There- 
fore, taking the evidence before us, 
we have the sum of $425.09, plus 
$31.70, totaling $456.79, which is not 
shown specifically as expenditures, al- 
though it is included in the operating 
expenses of the utility for the year 
1936. This sum added to the earn- 
ing of $363.77, as shown by the books 
of the utility for the year 1936, makes 
a total of $820.56. 

[1] It is maintained by the utility 
that the sum of $456.79 was spent for 
labor and materials in order that the 
utility might serve the airport and the 
public school, as well as for additions 
for improved facilities for some of the 
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other consumers of the utility. It js 
admitted by the utility that this sum 
of money was not added to the plant 
value because items expended were 
the kind, “which belonged in the class 
which had always been charged to op. 
erating expense” and “‘it would be use. 
less for Mr. Horning to add such 
items to plant value in view of the 
fact that the contention is made in 
these proceedings that the value 1s too 
high at the present time.” Of course, 
the foregoing presents no valid excuse 
or justification for not charging “ad- 
ditions” to the plant value but, on the 
contrary, shows a reluctance on the 
part of the utility to give this Com- 
mission and the consumers of the 
utility the true facts involved as far as 
its operations are concerned; a thing 
which this Commission certainly does 
not look upon with favor. 

[2] Those opposing the rates 
sought to introduce an estimate of 
an engineer who appraised the value 
of the utility for the purpose of this 
hearing, but the engineer making the 
appraisal was not present at the hear- 
ing, nor had he signed the appraisal 
which was sought to be introduced in 
evidence. Objection to the introduc- 
tion as evidence of the appraisal was 
made by the utility and the objection 
was taken under advisement by this 
Commission. 

While it may be conceded that this 
Commission is not bound by technical 
rules of evidence, nevertheless in a 
hearing before the Commission all 
parties must be fully apprised of the 
evidence submitted and must be giv- 
en an opportunity to cross-examine 
witnesses and test the accuracy of 
their testimony. For this reason, the 
objection made by the utility to the 
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appraisal made by the engineer must 
be sustained. 

[3] In determining whether or not 
the rates now charged by the utility 
should remain in effect, we must as- 
certain what the fair value of the 
property of the utility is and, after 
determining this, determine the fair 
rate of return on the property. The 
determination of the fair and reason- 
able value of the property of the utili- 
ty upon which it is earning a fair re- 
turn is a most difficult question. 

[4] In accordance with the fore- 
going, the Supreme Court of the Unit- 
ed States has laid down the rule that 
it is present value of the utility’s prop- 
erty used for the benefit of the public 
upon which it is entitled to earn a rea- 
sonable return. San Diego Land & 


Town Co. v. National City (1899) 
174 U. S. 739, 43 L. ed. 1154, 19 S. 
Ct. 804; San Diego Land & Town Co. 


v. Jasper (1903) 189 U. S. 439, 47 
L. ed. 892, 23 S. Ct. 571; Stanislaus 
County v. San Joaquin & K. River 
Canal & Irrig. Co. (1904) 192 U. S. 
201, 48 L. ed. 406, 24 S. Ct. 241; 
Willcox v. Consolidated Gas Co. 
(1909) 212 U. S. 19, 53 L. ed. 382, 
29S. Ct. 192, 48 L.R.A.(N.S.) 1134, 
15 Ann. Cas. 1034; Minnesota Rate 
Cases (1913). 230 U. S. 352, 57 L. 
ed. 1511, 33 S. Ct. 729, 48 L.R.A. 
(N.S.) 1151, Ann. Cas. 1916A, 18; 
Des Moines Gas Co. v. Des Moines, 
238 U. S. 153, 59 L. ed. 1244, P.U.R. 
1915D, 577, 35 S. Ct. 811; Bluefield 
Water Works & Improv. Co. v. West 
Virginia Pub. Service Commission, 
262 U. S. 679, 67 L. ed. 1176, P.U.R. 
1923D, 11, 43 S. Ct. 675; Lincoln 
Gas & E. L. Co. v. Lincoln (1919) 
250 U. S. 256, 63 L. ed. 968, 39 S. 
Ct. 454; Missouri ex rel. Southwest- 
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ern Bell Teleph. Co. v. Public Service 
Commission, 262 U. S. 276, 67 L. ed. 
981, P.U.R.1923C, 193, 43 S. Ct. 
544, 31 A.L.R. 807, and many other 
cases. 

Even in face of these decisions, 
the Supreme Court has not to this day 
satisfactorily defined the term “fair 
value.” We find language in the ear- 
lier Supreme Court decisions stating 
that the “fair value” of the utility 
must be determined. The use of the 
word “value” has confused the issue 
to a surprising and lamentable degree. 
It has opened the door to the advo- 
cates of high valuation to suggest to 
the courts and Commissions numer- 
ous elements of value that are enti- 
tled to no consideration under any 
circumstances. Not only this, but the 
courts and Commissions have fre- 
quently been deceived into accepting 
the arguments of the public utility 
pleaders because of the uncertainty of 
what is meant by the word “value” in 
these cases. 

The term “rate base” has come into 
use as a substitute for “fair value” 
and our United States Supreme Court 
has employed that phrase in some pub- 
lic utility decisions. Georgia R. & 
Power Co. v. Georgia R. Commission, 
262 U. S. 625, 67 L. ed. 1144, P.U.R. 
1923D, 1, 43 S. Ct. 680; Missouri ex 
rel. Southwestern Bell Teleph. Co. v. 
Public Service Commission, supra; 
Houston v. Southwestern Bell Teleph. 
Co. 259 U. S. 318, 66 L. ed. 961, 
P.U.R.1922D, 793, 42 S. Ct. 486. 
The use of the term “rate base” in lieu 
of the phrase “fair value” is indeed a 
progressive step in legal phraseology 
and the use of the term “rate base” in 
lieu of the term “fair value” will, no 
doubt, clarify in time the whole valua- 
24 P.U.R.(N.S.) 
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tion problem by removing one of the 
outstanding phrases which has led to 
confusion in legal thinking. 

It must be conceded that it is ex- 
ceedingly difficult in determining what 
evidence may be taken into considera- 
tion in determining fair value. While 
it may be stated that the Supreme 
Court of the United States in the 
cases of Georgia R. & Power Co. v. 
Georgia R. Commission, supra; and 
Bluefield Water Works & Improv. 
Co. v. West Virginia Pub. Service 
Commission, supra, has again ap- 
proved the doctrine expounded, in 
the case of Smyth v. Ames (1898) 
169 U. S. 466, 547, 42 L. ed. 819, 
18 S. Ct. 418, 434, that “the orig- 
inal cost of construction, the amount 
expended in permanent improvements, 
the amount and market value of its 
bonds and stock, the present, as com- 
pared with the original cost of con- 
struction, the probable earning capac- 
ity of the property under particu- 
lar rates prescribed by statute and 
the sum required to meet operating 
expenses, are all matters for consider- 
ation, and are to be given such weight 
as may be just and right in each case,” 
just how this rule is to be applied and 
how much weight is to be given each 
element referred to therein is as yet 
left undetermined and, as far as we 
can ascertain, has not yet been clari- 
fied by any recent decisions of the Su- 
preme Court of the United States. 

Numerous theories have been ad- 
vanced in determining what specific 
rate should be fixed in each particular 
case, such as, the “prudent investment” 
theory, net earnings rule, original 
cost, cost of reproduction, outstand- 
ing capitalization and present value. 
(Pond, Public Utilities [Fourth Ed.] 
24 P.U.LR.(N.S.) 


Vol. 2, pages 1110 and 1111), but as 
far as we can ascertain, no one of 
these theories, standing alone, has 
been determinative of any decision 
involving utility rates. 

Since there is no definite rule, which 
we must abide by under the court de- 
cisions of Montana or the decisions of 
the Supreme Court of the United 
States in determining the rate base 
in this particular case, we believe that 
each case must be determined upon its 
own facts and circumstances and any 
rate decided upon therein must be one 
based on reasonable judgment, after 
taking into proper consideration all 
relevant facts, as shown by the evi- 
dence. No matter what the theory of 
determining what the rate base is, we 
must ever be mindful that the present 
fair value of the utility is, after all, the 
ultimate object to be attained before 
we can proceed to determine what the 
reasonable rate should be and, hence, 
determine what rates should be 
charged by the utility. 

[5] The original cost of this utility 
was $8,100. Additions to the plant 
since its purchase have increased its 
book value to $14,746. The plant has 
been depreciated from 1922 up to the 
date of the hearing at $300 per year 
and the assessed valuation at the date 
of the hearing was $9,105. In 1935, 
our engineer placed a valuation on the 
plant at the sum of $8,550. Since 
then, there have been additions to the 
plant, which are minor in determining 
the present value of this plant in light 
of all the evidence. In determining 
the present value of the plant, we are 
not unmindful that we must make an 
honest and intelligent forecast of the 
probable future values in relationship 
to this plant, made upon a view of all 
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relevant circumstances. Missouri ex 
rel. Southwestern Bell Teleph. Co. v. 
Public Service Commission, supra. 
Again, we are not unmindful that in 
determining the rate base of this par- 
ticular utility that we must make an 
honest and intelligent forecast as to 
probable price and wage levels during 
a reasonable period in the immediate 
future. It is said, in making such a 
determination, that the future, as well 
as the present, must be regarded. In 
other words, “It must be determined 
whether the rates complained of are 
yielding and will yield a rea- 
sonable rate of return on the value of 
the property at the time of the investi- 
gation and for a reasonable time in 
the immediate future.” McCardle v. 
Indianapolis Water Co. (1926) 272 
U. S. 400, 71 L. ed. 316, P.U.LR. 
1927A, 15, 22, 47 S. Ct. 144. How- 
ever, any forecast in line with the 


foregoing, even though honest and in- 
telligent, is, in our opinion, nonethe- 


less a guess. However, in deciding 
this case, we are taking the foregoing 
principles into consideration. 


[6] We believe that in determin- 
ing the rate base that depreciation 
should be taken into consideration. 
Just how depreciation in any case is 
to be considered is a subject of much 
controversy. The courts have con- 
tributed comparatively little to a solu- 
tion of the problem. To be sure, the 
United States Supreme Court has held 
that it is a privilege and duty of the 
utilities to take account of deprecia- 
tion and that depreciation is a factor 
in rate making. San Diego Land & 
Town Co. v. National City, supra; 
Knoxville v. Knoxville Water Co. 
(1909) 212 U. S. 1, 53 L. ed. 371, 29 
S. Ct. 148. 
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In this case, it is claimed that the 
value of the plant has not depreciated, 
even though depreciation has been al- 
lowed from year to year. Whether 
the courts will accept the balance in 
the Reserve for Depreciation account 
as a fair measure of the depreciation, 
even when the accounts have been 
carefully kept under Commission con- 
trol, is difficult to say and though the 
Supreme Court of the United States 
has said that the “testimony of com- 
petent valuation engineers who ex- 
amined the property and made esti- 
mates in respect to its condition is to 
be preferred to mere calculations 
based on averages and assumed prob- 
abilities” (McCardle v. Indianapolis 
Water Co. supra, at p. 29 of P.U.R. 
1927A), we believe that such a deci- 
sion is apt to lead to great difficulty, 
since it must be admitted that even 
though repairs and replacements serve 
to reduce depreciation that deprecia- 
tion keeps gnawing at the remaining 
units. Say, for example, an engine is 
five years old and its estimated future 
service life is ten years. Surely one- 
third of its service life is gone and this 
fact cannot be changed, even though 
the utility, by means of repairs and 
replacements, keeps its engines in good 
working order. As has been said: 

“Tt would be clearly impossible to 
argue, for example, that the ‘deacon’s 
one-hoss shay’ had suffered no depre- 
ciation, as evidenced by its splendid 
operating condition up to the very mo- 
ment of dissolution. Assuming, how- 
ever, that the deacon had 10,000 
shays, ranging from those just placed 
in operation to those on the verge of 
abrupt retirement, and that replace- 
ments were regularly made as re- 
quired, the public utility engineer 
24 P.U.R.(N.S.) 
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would find it easy to contend that there 
is no depreciation in the fleet of shays 
as a whole. To the accountant this 
move, from the simple to the complex, 
accrued depreciation being annihiliat- 
ed in the jump, looks rank sophistry.” 

Paton, W. A.; Accounting Review, 
5, pp. 123, 124, June 1930. 

At any rate it is hard to see, in any 
case, where it can be claimed that 
property has not depreciated when the 
utility at the expense of the ratepay- 
ers has made provision for deprecia- 
tion and when depreciation is provid- 
ed for, it should be used for the pur- 
pose intended. As the Supreme Court 
has said, referring to depreciation: 
“It certainly was not proper for the 
complainant to take the money, or any 
portion of it, which it received as a 
result of the rates under which it was 
operating, and so to use it, or any 
part of it, as to permit the company to 
add it to its capital account, upon 
which it was paying dividends to 
shareholders.” Louisiana R. Com- 
mission v. Cumberland Teleph. & 
Teleg. Co. (1909) 212 U. S. 414, 
424, 53 L. ed. 577, 29 S. Ct. 357. 
While we do not adhere to any set 
rule as to how depreciation should be 
considered, in any case, we do adhere 
to the rule that it should be consid- 
ered in light of all the evidence intro- 
duced in each particular case within 
the sound judgment of the Commis- 
sion. 


(7, 8] In arriving at the rate base 
in this case, while we take note of the 
assessed valuation of the utility as we 
are authorized to do (§ 3884, Rev. 
Codes Mont. 1935), nevertheless we 
are not giving this evidence any 
greater weight than other evidence in- 
troduced in the case. We do, how- 
24 P.U.R.(N.S.) 


ever, take into consideration the ex. 
perience that we have gained as men. 
bers of the Commission and what the 
records of this particular utility show, 
which are filed in our office. 

This utility has been allowed the 
total sum of $4,200 for depreciation, 
Since 1932, it has charged off $1, 
992.20 for bad debts. In addition to 
this, it has expended approximately 
$456.79 in the year 1936 for addi- 
tions, though it has charged this item 
to operating expenses. 

[9-12] Charges for uncollectible 
accounts should not be allowed as an 
item of operating expense, unless the 
accounts are in reason uncollectible, 
since a public utility must employ more 
than ordinary diligence to collect the 
sums due it, because rates are pre- 
scribed on the principle that each con- 
sumer and each class of consumers 
must bear its just share of the costs 
of service. Libby v. Libby Water & 
Electric Co. (Mont.) P.U.R.1922E, 
402. Under the rules of this Com- 
mission, each utility may require from 
any consumer or prospective consum- 
er a deposit intended to guarantee pay- 
ment of bills. In this case, there is 
nothing in the record to justify such 
an item for uncollectible accounts. In 
fact, some of the accounts classed as 
uncollectible are secured by notes and 
others are paid. As to the remaining 
uncollectible accounts, we have no idea 
as to why they are uncollectible. 


However, a delinquency in collect- 
ing accounts, which shows an inex- 
cusable indulgence on the part of the 
utility, is not chargeable to the cus- 
tomers in general, where the company 
has the advantage of regulations des- 
ignated to insure promptitude in pay- 
ment and the burden for such uncol- 
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lectible accounts should be upon the 
utility and not upon its patrons. Pub- 
lic Service Commission v. Great 
Northern Utilities Co. (Mont.) 
P.U.R.1929B, 176. 

It is amazing to note that in 1936, 
this utility’s revenues amounted to 
$5,506.71 and its uncollectible ac- 
counts amounted to $789.38. Though 
the utility charged off bad debts in 
prior years, as heretofore shown, we 
will not take these accounts into con- 
sideration, since the writing off of 
small and worthless accounts of the 
utility cannot be done at the expense 
of the present ratepayer, except for 
the current year. 

The utility has not given any rea- 
son why we should allow it to charge 
off its alleged uncollectible accounts 
for 1936. It should be noted that a 
charge off of accounts does not nec- 
essarily imply an actual loss. The 
claims still exist and collections there- 
on are sometimes made. When an 
account is secured by a note, we do 
not think that account should be 
classed as “charged off,’ unless the 
evidence shows that the note is uncol- 
lectible. 


To sum up, it is our opinion that 
consumers who pay their bills prompt- 
ly should not be penalized by requir- 
ing them to bear excessive charges be- 
cause of uncollectible accounts where 
a utility is permitted to require de- 
posits under our rules as a protection 


against such accounts. Where justi- 
fication is shown in a particular case, 
of course, a certain percentage may 
be allowed for uncollectible accounts, 
as circumstances warrant. However, 
because of the condition these ac- 
counts are in, under the evidence, we 
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do not see how we can charge them 
off in determining this case. 

From our study of this case, taking 
into consideration all of the facts rele- 
vant thereto and construing it in ac- 
cordance with governing legal princi- 
ples, in our opinion, the fair value of 
this utility at the date of the hearing 
and within a reasonable future time 
thereafter could not exceed the sum of 


$12,000. 


[13] We must now determine the 
rate of return which should be given 
this utility on the fair value of its 
property. No useful purpose would 
be subserved by collecting the numer- 
ous cases where this subject has had 
consideration. Generally speaking, 
allowances have been from 6 to 8 per 
cent, with comparatively rare instan- 
ces of higher or lower rates. As we 
have stated at numerous times, each 
case is effected to a considerable ex- 
tent by its own distinctive circumstan- 
ces. We are not unmindful that the 
legal rate of interest in this state is 6 
per cent per annum, in the absence of 
an express contract in writing. Sec- 
tion 7725, Rev. Codes Mont. 1935. 
In this case, from the evidence and 
from the 1936 Annual Report filed by 
this utility, we can readily ascertain 
that the present rate of return as far 
as this utility is concerned is at least 
7 per cent, which we deem adequate. 

[14] Utility accounts should be 
kept with fidelity and additions to the 
utility’s investment snould never be 
charged to operating expenses, as has 
been done in this case. We must re- 
quire the utility hereafter in making 
its reports to us to follow established 
accounting practices, for to do other- 
wise is but to make a fallacy out of 
its annual report, which is a thing 
24 P.U.R.(N.S.) 
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that cannot in any way be tolerated by 
this Commission. 

[15] Furthermore, we must point 
out that Mr. Horning is not justified 
in using electricity in his home or his 
ice business without paying for the 
same, even though such electricity is 
supplied by his utility. 


For the reasons herein specified, 
we must deny the increases in rates 
asked for by the utility herein involved 
and order that the rates specified in 
Order No. 1683, in Docket No. 2223, 
be made permanent. 

An appropriate order will be en- 
tered. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Northern States Power Company et al. 


[2-U-657, 2-U-648.] 


Security issues, § 116 — Bond discount — Amortization. 
1. Bond discount should be amortized over the life of the bonds in accord- 
ance with accepted principles of accounting when a system of accounts 
is entirely silent with respect to the disposition to be made of such discount, 


p. 476. 


Security issues, § 113 — Bond discount as capital charge. 
2. The inclusion of bond discount as a part of the cost of property and 
plant is specifically prohibited by the Commission in the system of accounts 
for electric utilities, effective January 1, 1938, p. 476. 


Valuation, § 117 — Bond discount. 


3. Bond discount is not a part of the cost of property but is an interest 
expense to be accounted for during the life of the bond; it does not 
give rise to value of property, p. 476. 


Accounting, § 21 — Bond discount. 


4. An item of bond discount carried in the property account of an electric 
utility company should be transferred to the account for unamortized debt 
discount and expense, and there should be concurrently written off to 
surplus that portion of such bond discount as has expired, determined 
by the ratio of expired life of the bonds to their total life, p. 476. 


Accounting, § 32 — Purchase price of property. 
5. Any excess purchase price paid by a public utility company for property 
over and above the value found by the Commission should not be included 
in property accounts but should be immediately written off to surplus, 
where the Commission has authorized acquisition of the property at a 


specified price, p. 478. 


Depreciation, § 24 — Annual allowances — Relation to retirement. 


6. Depreciation provisions which fail to equal the losses from property 
retirements are manifestly inadequate, p. 479, 


24 P.U.R.(N.S.) 
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Depreciation, § 26 — Annual allowances — Relation to accrued depreciation. 


7. Depreciation charges which fail to build up a reserve equal to the 
amount of depreciation existing in the property are inadequate, p. 479. 


Depreciation, § 37 — Inadequate reserve — Transfer from surplus. 
8. A public utility company which had an inadequate depreciation reserve 
while it showed an earned surplus was required to remedy the condition 
by transferring to depreciation reserve all of the earned surplus account, 


p. 481 


Intercorporate relations, § 13 — Payment on open account — Interest — Un- 


authorized arrangement. 


9. A public utility company should cease and desist from making any pay- 
ment or otherwise giving effect to an arrangement to pay interest on an 
open account due an affiliated corporation until such arrangement shall 
have received the approval of the Commission, p. 485. 


[March 4, 1938.] 


| above on motion of the Commission of the rates, 
rules, practices, and activities of two electric utility companies 
and investigation of depreciation rates; order issued relating to 
accounting, depreciation, and payments to an affiliated company. 


By the Commission: The matter 
of the annual rate of depreciation, 
Docket No. 2-U-648, was commenced 
upon motion of the Commission by or- 
der dated November 14, 1933, requir- 
ing Northern States Power Company 
to file its estimate of the average an- 
nual rate of depreciation required for 
each of its classes of fixed capital used 
for public utility purposes, under the 
provisions of § 196.09 of the Wiscon- 
sin Statutes. Pursuant to this order, 
depreciation rates have been filed by 
the company. 

The general investigation of the 
rates, rules, practices, and activities 
of the company, Docket No. 2—-U-657, 
was commenced upon motion of the 
Commission by order dated December 
7, 1933. Under this investigation 
numerous hearings have been held at 
which comprehensive exhibits have 
been introduced and testimony heard 
relative thereto. Among other things, 
appraisals of the company’s property, 
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both by Commission and company en- 
gineers, accounting analyses of assets 
and liabilities, and information con- 
cerning the financial history of the 
company have been placed in evidence. 

Furthermore, on December 23, 
1935, the Commission issued an order 
in Docket No. 2-U-657 with respect 
to the financial condition of the com- 
pany and directed it to show cause why 
certain depreciation rates should not 
be used and certain adjustments made 
in its accounts. A hearing was held 
in this matter on May 12, 1936, at 
which testimony of company witnesses 
was heard. 

Based on the record in the above- 
named proceedings, together with in- 
formation included in the annual re- 
ports to the Commission, comprehen- 


' sive data are available with respect to 


the financial condition and practices of 
the company. In order that such data 
may be more readily discussed and un- 
derstood, there are presented as Ta- 
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bles I and II a balance sheet of the 
company as of December 31, 1936, 


TABLE I—BALANCE SHEET DECEMBER 31, 1936 


Assets and other debits: 

Property and plant 

Securities and advances of affil- 
iated companies 

Other investments 

Current and accrued assets .... 

Current accounts with affiliated 
companies 

Prepaid accounts 

Deferred charge accounts 

Commissions and expenses on 
capital stock 


$35,809,740 
4,388,256 
9,986 
1,714,501 
121,755 


16,625 
532,849 


305,416 
$42,899,128 


Liabilities and other credits: 
Common stock 
Preferred stock 
Bonds outstanding * 15,735,000 
Advances from affiliated compa- 
nies 16,987,831 
Current and accrued liabilities 590,469 
Current accounts with affiliated 
companies 122,559 
Deferred credit accounts 112,269 
Reserve for depreciation—utility 
property 510,470 
Reserve for amortization of lim- 
ited term utility investments 278,952 
115,518 
164,146 
781,914 


Other reserves 

Donations in aid of construction 
Corporate surplus unappropriated 

$42,899,128 

* After deducting $3,678,000 held in treasury. 

Taste II—INcoME STATEMENT 
Operating revenues $5,517,080 
2,237,829 


$2,500,000 
5,000,000 


Operating expenses 
Lease rentals 


1,951,471 
351,603 


$2,303,074 


890,200 
1,018,318 


16,765 
41,843 
8,176 
$1,975,302 


$327,772 


Operating income 
Other income (net) 


Gross income 

Deductions from gross income: 
Interest on bonds 
Miscellaneous interest deductions 
Amortization of debt discount and 


Miscellaneous amortization 
Miscellaneous deductions 


Net income 
24 P.U.R.(N.S.) 


and an income statement for the year 
1936, prepared from the annual re- 
port to this Commission. The 1936 
data are presented because the 1937 
report of the company, due on or be- 
fore March 1, 1938, has not been filed 
with the Commission. 


Included in property and plant as 
shown by the balance sheet of the com- 
pany is an item of bond discount 
amounting to $860,125. The record 
shows that this discount was incurred 
during the period 1915 to 1922, in- 
clusive, and relates to bonds outstand- 
ing at the present time. No part of 
the discount has been amortized by the 
company although $619,407 had ex- 
pired at December 31, 1936. 

[1-4] The company contends that 
the bond discount should remain in 
the property accounts and be written 
off as the property, in the financing of 
which the bonds were issued, is re- 
tired. This contention is based on 
the provisions of the system of ac- 
counts in effect at the time the bond 
discount was sustained. That system 
of accounts was prescribed by the 
Railroad Commission of Wisconsin 
on December 15, 1908, and provided 
an account entitled “Discount on 
Bonds during Construction,” which 
was carried in the construction and 
equipment group of accounts. This 
account provided as follows: 

To this account may be charged the 
discount on bonds sold for construc- 
tion purposes. The entries to such 
account shall be made with sufficient 
detail to permit of their identification 
and shall show the date when the bonds 
to which the discount applies were au- 
thorized, when issued and when sold, 
to whom sold, the amount realized 
from the sale, purpose for which the 
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bonds were sold, and the application 
of the proceeds; all of which details 
will be called for by the Railroad Com- 
mission. 

The 1908 system of accounts pro- 
vided no other instructions with re- 
spect to discount on bonds. It was 
entirely silent with respect to the dis- 
position to be made of bond discount. 
Under such conditions it appears rea- 
sonable that the disposition of bond 
discount was contemplated to be made 
under accepted principles of account- 
ing which would mean that the dis- 
count should be amortized over the life 
of the bonds. This interpretation 


was adopted by the Railroad Commis- 
sion in certain certificates of authority 
granted to Northern States Power 
Company to issue bonds in 1920 and 
1921, for in these orders there was 
a requirement that the company should 
set up the discount on the bonds in 


unamortized debt discount and ex- 
pense and write it off over the life of 
the bonds. In fact, $55,922.50 of the 
total discount of $860,125 was, by 
order of the Commission at the time 
of the issuance of the bonds, required 
to be amortized although the company 
has never recorded such amortization 
in its accounts. 


The inclusion of bond discount as 
a part of the cost of property and 
plant is specifically prohibited by this 
Commission in the system of accounts 
for electric utilities, effective January 
1, 1938. This system states in balance 
sheet instruction 6, paragraph F, that 
“Discount, expense, or premium on 
debt shall not be included as part of 
the cost of constructing or acquiring 
any property, tangible or intangible, 
except under the provisions of utility 
plant instruction 5.” The utility plant 
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instruction referred to contains in- 
structions with respect to interest dur- 
ing construction under which such 
portion of bond discount as is applica- 
ble to the construction period may 
properly be included in the cost of 
construction. Similar provisions are 
included in the system of accounts 
prescribed by the Federal Power 
Commission and that recommended to 
the various state regulatory Commis- 
sions by the National Association of 
Railroad and Utilities Commissioners. 

In a decision dated March 8, 1932 
(2-SB-13), concerning the applica- 
tion of Chippewa and Flambeau Im- 
provement Company for authority te 
issue common stock, the Commission 
required that certain bond discount 
theretofore included as an element in 
the cost of property should be written 
off over the life of the bonds. Upon 
appeal this decision was sustained on 
November 29, 1932, by the district 
court of the United States for the 
Western District of Wisconsin. Chip- 
pewa and Flambeau Improvement 
Company v. Public Service Commis- 
sion of Wisconsin. In the decision 
in that case the court said, “Clearly, 
the plaintiff, even upon the ‘authoriza- 
tion’ of the Commission in 1925 to 
include bond discount in the cost of 
the property, could not and did not 
thereby convert such bond discount in- 
to value. And it seems equally clear 
that the act of the Commission in so 
authorizing the inclusion of such bond 
discount as a charge in the property 
account, did not then, nor does it now, 
preclude itself from declaring and en- 
forcing views respecting the necessity 
of utilizing earnings, in part, to write 
out the discount as a method of mak- 
24 P.U.R.(N.S.) 
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ing a true accounting for property 
costs and property values.” 

Bond discount (except for such 
portion as may be applicable to the 
construction period) is not a part of 
the cost of property but is an interest 
expense to be accounted for during the 
life of the bonds. It does not give 
rise to value of property. If it did, 
the anomalous situation would exist 
where the higher the discount sus- 
tained on sales of bonds, the greater 
would be the value of property. To 
record bond discount as a part of the 
cost of property is to create an infla- 
tion in the recorded book value of 
plant, and the failure to recognize this 
discount as an interest expense over 
the life of the bonds results in over- 
stating the annual net earnings de- 
rived from the property. 


This item of bond discount has long 


been carried in the property account of 
the company, and it has failed to ac- 
count properly for the item in accord- 
ance with accepted accounting princi- 
ples and the accounting regulations of 


this Commission. The Commission 
is of the opinion and so finds that the 
$860,125 of bond discount now car- 
ried in the property account of the 
company should be transferred to ac- 
count 140, Unamortized Debt Dis- 
count and Expense, and that there 
should be concurrently written off to 
surplus that portion of such bond dis- 
count as has expired, determined by 
the ratio of expired life of the bonds 
to their total life, which amounted to 
$652,231.93 as of December 31, 1937. 
The Commission finds, further, that 
annually thereafter the sum of $32,- 
825.23 should be charged to account 
531, Amortization of Debt Discount 
and Expense, and credited to account 
24 P.U.R.(N.S.) 


140, Unamortized Debt Discount and 
Expense, in order to provide for the 
annual amortization of the bond dis- 
count 

[5] The record before the Commis- 
sion shows that there is included in 
the property and plant accounts of the 
company a dam and power house 
which was purchased from Cornell 
Wood Products Company. The ac- 
quisition of this property was author- 
ized by the Commission in Docket No. 
2-W P-7, decided November 30, 1931. 
In that case, the Commission found 
and ordered “that public convenience 
and necessity require the acquisition 
of said dam at a price not to exceed 
one million dollars. . . .” The com- 
pany paid $1,500,000 for the property 
and recorded this amount in its ac- 
counts. 

The Commission is of the opinion 
that the property should not have been 
recorded in the accounts at an amount 
greater than the value at which the ac- 
quisition was authorized. The order 
of the Commission did not approve 
the acquisition at a price of $1,500,- 
000 but at a price not to exceed $1,- 
000,000. Without passing on the 
question as to whether the company 
had a right to pay more for the prop- 
erty than was approved by this Com- 
mission, the Commission is of the 
opinion that any excess purchase price 
over and above the value found by it 
should not be included in the property 
accounts of the company but should 
be immediately written off to surplus. 
The Commission so finds and this or- 
der will so provide. 

The company has filed depreciation 
rates with the Commission pursuant 
to the order in Docket No. 2-U-648 
and has presented depreciation rates in 
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evidence in Docket No. 2—U-657, and 
testimony has been heard thereon. No 
certification of depreciation rates has 
been made pending the completion of 
the current inventory and original cost 
analyses of the property being made 
by the Commission’s staff and com- 
pany employees. Until this work is 
completed, no classification of prop- 
erty among prescribed plant accounts 
is available except on estimated bases 
which are subject to change on com- 
pletion of the analyses now being 
made. However, the present practices 
of the company with respect to depre- 
ciation accounting and the current fi- 
nancial position of the company indi- 
cate that a temporary finding as to rea- 
sonable depreciation expense should 
be made in order that the accounts 
shall reflect a reasonable approxima- 
tion of the cost of operations and the 
investment in plant be given more pro- 
tection through provisions for depre- 
ciation. 

The practices of the company with 
respect to depreciation accounting are 
well illustrated by the following table 
prepared from data contained in the 
annual reports to this Commission: 


Net 
Charges 
to Reserve 
$200,099.71 
335,279.67 
523,378.65 
237,946.60 
325,435.80 
296,341.02 

(42,383.03) 1 

214,124.24 
213,254.22 

92,290.81 
285,668.83 
215,156.88 
323,231.18 


Reserve 
Balance 
End of Year 


$95,970.66 
(139,309.01) 
(362,687.66 ) 
(400,634.26) 
(376,070.06) 
(272,411.08) 
(61,355.56) 
(84,533.86) 
(293,221.91) 
(296,112.61) 
320,513.86 
432,839.41 
510,469.92 


Depreciation 
Provided 


$150,000.00 
100,000.00 
300,000.00 
200,000.00 
350,000.00 
400,000.00 
168,672.49 
190,945.94 
4,566.17 
89,400.11 
902.295.302 
327,482.43 
400,861.69 


Year 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 

1932 
1933 
1934 
1935 

1936 


() Denotes red figure. 

1 After credit for $308,782.32 transferred to 
property abandoned. 

2Includes $601,151.41 
surplus. 


appropriated from 
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An examination of the above table 
shows that for a number of years the 
depreciation provided was less than 
the actual losses sustained through re- 
tirements of property. This caused 
the depreciation reserve to show a 
debit balance and, in effect, changed 
it from a reserve account to a deferred 
debit consisting of losses unprovided 
for by depreciation provisions. 

The table shows, further, that in 
the year 1924 the company reported 
to the Commission that it had charged 
$150,000 for depreciation expense 
whereas, as disclosed by Exhibit 4 in 
Docket No. 2—U-657, none was re- 
corded in the accounts of the com- 
pany. This discrepancy between the 
accounts of the company and the 
sworn reports to this Commission ex- 
isted from 1924 to 1933, when cor- 
rection was made by transfer of $150,- 
000 from surplus to depreciation re- 
serve. 

[6, 7] Depreciation provisions 
which fail to equal the losses from 
property retirements are manifestly 
inadequate. Likewise, depreciation 
charges which fail to build up a re- 
serve equal to the amount of depreci- 
ation existing in the property are in- 
adequate. In 1936, the provision for 
depreciation expense was equal to 
about 1.1 per cent of the total book 
cost of the property, including non- 
depreciable iterns. This is extremely 
low, and, as will be shown later, it 
is a great deal less than the composite 
rate which the company itself claims 
to be reasonable. In Docket No. 2- 
U-657, the company introduced Ex- 
hibit A at the hearing of May 12, 
1936, with respect to financial prac- 
tices of the company, consisting of its 
estimate of annual depreciation. This 
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exhibit showed a total annual depreci- 
ation expense requirement, on a 
straight-line basis, of $787,600, equal 
to 2.54 per cent of the total property 
base shown by the exhibit and equal 
to about 2.2 per cent of the total book 
cost of property and plant at Decem- 
ber 31, 1936. In other words, the 
company’s own exhibit showed depre- 
ciation expense requirements of about 
two times the amount that is being re- 
corded in the accounts. 


As was stated in an order of Jan- 
uary 27, 1938, in Docket No. 2—SB- 
97 (22 P.U.R.(N.S.) 225), the cur- 
rent balance sheet of the company evi- 
dences the need for a financial house- 
cleaning. At December 31, 1936, as 
shown in the annual report to the Com- 
mission, the depreciation reserve of the 
company amounted to $510,470 or 
only 1.4 per cent of the total recorded 
book cost of the plant. Appraisals of 
the property introduced by our engi- 
neers in Docket No. 2—U-657 indi- 
cated accrued depreciation of about 18 
per cent on a 4 per cent sinking-fund 
basis for the electric property only. 
The company’s own appraisal present- 
ed in 2-U-657 indicated accrued de- 
preciation of about 14 per cent. Mr. 
A. H. Kuhn, a valuation engineer then 
with Byllesby Engineering and Man- 
agement Corporation, testified on May 
12, 1936, that in his opinion a reserve 
computed on a straight-line basis 
would have been approximately 20 per 
cent. Even without such evidence the 
fact that the depreciation reserve 
amounted to only a mere 1.4 per cent 
of property would indicate a deficien- 
cy, and in the light of the engineering 
appraisals concerning the depreciation 
existing in the property, the Commis- 
sion has no hesitancy in finding that 
24 P.U.R.(N.S.) 


the depreciation reserve of the com- 
pany is inadequate by several millions 
of dollars. As a matter of fact, in 
Docket No. 2—SB-97, supra, involv- 
ing an application of the company to 
issue certain securities to cancel a por- 
tion of the indebtedness on open ac- 
count due Northern States Power 
Company, a Minnesota corporation, it 
was proposed to transfer $3,000,000 
of the capital surplus arising from a 
proposed cancellation of indebtedness 
to the depreciation reserve. 


The earned surplus account of the 
company at December 31, 1936, 
showed a credit balance of $781,914. 
At this date, however, there were de- 
ferred charges carried in the balance 
sheet totaling $532,849. In addition, 
there was $860,125 of bond discount 
carried in the property account, of 
which $619,407 had expired at De- 
cember 31, 1936, and should have been 
written off to surplus. These items, 
together with the deficiency in the de- 
preciation reserve, eliminate the re- 
corded surplus and show that a huge 
deficit exists in fact. In addition, pre- 
ferred dividends were in arrears by 
$1,341,666.67 at December 31, 1936, 


The company’s practices with re- 
spect to depreciation accounting have 
contributed no small part to the sorry 
financial condition in which the com- 


pany now finds itself. For many 
years in the past the company has pro- 
vided inadequate depreciation, even to 
the extent of permitting the deprecia- 
tion reserve to accumulate a debit bal- 
ance at times. Naturally, such a pol- 
icy impaired the capital of the com- 
pany, for, unless adequate deprecia- 
tion is provided, the deficiency must 
be made up from surplus, and when 
the latter is insufficient for that pur- 
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pose, as in this case, the equity of the 
securities is impaired. 

The Commission is of the opinion 
that the situation is one calling for the 
exercise of its powers under § 196.395 
of the Wisconsin Statutes, providing 
for the issuance of temporary orders. 
It will be some time before the cur- 
rent inventory and analysis of prop- 
erty are completed, and final certifi- 
cation of depreciation rates by classes 
of property cannot be made until the 
amount of each class of property is 
determined. However, the. public in- 
terest requires that the determination 
of the annual depreciation to be pro- 
vided by this utility should not await 
the completion of this work due to 
the failure of the company to provide 
adequate amounts. We shall, there- 


fore, proceed to determine an annual 
provision for depreciation expense 
more nearly in line with reasonably 


adequate charges therefor, to be pro- 
vided until such time as the property 
record work has progressed to such a 
point where more definite findings can 
be made. Accordingly, we find and 
determine that Northern States Pow- 
er Company should provide $600,000 
annually to cover the depreciation of 
its physical plant and equipment, and 
this order will so provide. 

[8] Attention has been directed 
previously to the serious deficiency 
now existing in the depreciation re- 
serve. As long as this deficiency ex- 
ists, and at the same time earned sur- 
plus is shown in the balance sheet, mis- 
leading financial statements result. A 
prospective investor examining such 
a statement would be informed that 
the company had an accumulated 
earned surplus when, as a matter of 
fact, none existed. 

[31] 
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Preferred dividends at December 
31, 1936, were $1,341,666.67 in ar- 
rears. The book showing of earned 
surplus at that date was $781,914, in- 
dicating that this amount was avail- 
able to pay dividend arrears. The fact 
is that no earned surplus was available 
and a deficit existed. Presumably, 
however, if the showing of earned 
surplus is permitted to continue, the 
company could commence to pay the 
preferred stock dividend arrears out 
of the purported earned surplus shown 
by its accounts. 

The Commission is of the opinion 
that the public interest requires that 
this condition be remedied by requir- 
ing the company to transfer to depre- 
ciation reserve all of the earned sur- 
plus account as shown by its books as 
of December 31, 1937, and this order 
will so provide. 

As shown by the balance sheet, Ta- 
ble I, above, there were $16,987,831 
of advances on open account outstand- 
ing at December 31, 1936. This 
amount is owing to Northern States 
Power Company, a Minnesota corpo- 
ration, a subsidiary company of 
Northern States Power Company, a 
Delaware corporation, which owns all 
the common stock of Northern States 
Power Company, a Wisconsin corpo- 
ration. In order to avoid repetition, 
these corporations will frequently be 
referred to hereinafter as the Minne- 
sota Company, the Delaware Com- 
pany, and the Wisconsin Company, re- 
spectively. 

This advance account was com- 
menced in 1923 and accumulated dur- 
ing the period subsequent thereto, as 
shown by the following table: 

24 P.U.R.(N.S.) 








Balance Balance 
Year Endof Year Year End of Year 
1923 .... $1,890,058 1930 .... $17,154,831 
1924 .... . 4,247,986 1931 .... 17,181,233 
1925 .... 6,482,647 1932 .... 17,416,564 
1926° 05... Jp459:708" 3983 <. 01; 16,900,194 
1927 .... 9,650,821 1934 .... 16,314,349 
1928... 12,032,809 1935. 5.6... 16,987;831 
1929 .... 14,465,239 1936 .... 16,987,831 


The annual report of the company 
to the Commission for the year 1936 
shows that the balance of the account 
at December 31, 1936, of $16,987,831 
was composed of balances of open ac- 
count advances of $11,124,931 and 
accumulated interest on the advances 
of $5,862,900. 

Data concerning the entries in the 
advance account which have been pre- 
sented before the Commission indi- 
cate that the account includes charges 
from the Minnesota Company for 
capital purposes, for interest paid on 
bonds of the Wisconsin Company, for 
construction and management fees 
paid affiliated companies, for materi- 
als and supplies, for dividends on pre- 
ferred stock of the Wisconsin Com- 
pany, for accrued interest on the open 
account and for various other pur- 
poses. The record shows, further, 
that periodically, as cash was obtained 
by the Wisconsin Company from op- 
erations, payment would be made to 
the Minnesota Company. In short, 
the nature and volume of the charges 
and credits in the open account indi- 
cate that, to a large extent at least, 
the Wisconsin Company has been man- 
aged through the Minneapolis office 
of the Minnesota Company. 

The company is paying interest on 
the advances at an annual rate not to 
exceed 6 per cent, dependent on earn- 
ings. In 1936 this payment was in 
excess of $1,000,000. At a hearing 
in 2—U-657, held on September 30, 
24 P.U.R.(N.S.) 
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1935, there was introduced Exhibit 1, 







































consisting of an excerpt from the min- H.C. | 
utes of the board of directors of the wap 
Minnesota Company, held September @ wm. J 
19, 1934. This excerpt shows that §§ T. D. 
the officers were authorized “to charge 
hereafter interest on the indebtedness § p. F. 
to this company from said respective § J. J. 
corporations at the rate of 6 per cent = 
per annum, provided that in no event je 
shall such interest exceed the earnings § Mir 
of said respective corporations avail- § H. E 
able for the payment thereof during P: i 
the periods in question.” “Til. 
This is the only evidence that has T 
come before the Commission with re- four 
spect to the arrangement to pay inter- or ¢ 
est on the open account. It appears pan} 
there is no written contract or agree- con: 
ment to pay interest on the part of the F 
Wisconsin Company, except the ar- 
rangement covered by the minutes of or 
the meeting of the directors of the DY, 
Minnesota Company, referred to ae 
above. uti 
Under the provisions of subsection pa 
(4) of § 196.02 of the Wisconsin oe 
Statutes, the Commission is empow- dir 
ered “to inquire into the management § ,, 
of the business of all public utilities, tis 
and shall keep itself informed as to we 
the manner and method in which the Jy 
same is conducted, and may obtain di 
from any public utility all necessary an 
information to enable the Commission 
to perform its duties.” In order that L 
the Commission may be informed as pe 
to the management of the utility, the 37 
annual report provides, among other ri 
things, for a list of the directors and C 
officers of the utility. The following Ce 
table lists the directors and officers of E 
the Wisconsin Company, as shown by E 
the annual report for 1936: P 
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Directors 


H. C. Cummins, Chicago, Ill. 

B. W. Lynch, Chicago, Il. 

M. A. Morrison, Chicago, III. 
Wm. J. Hagenah, Chicago, IIl. 

T. D. Crocker, Minneapolis, Minn. 


Henry Grenacher, Minneapolis, Minn. 
J. J. Molyneaux, Minneapolis, Minn. 
R. F. Pack, Minneapolis, Minn. 

H. E. Young, Minneapolis, Minn. 

G. V. Rork, Eau Claire, Wis. 


Officers 


R. F. Pack, President, Minneapolis, Minn. 

J. J. Molyneaux, Vice Pres.—Treas., Minne- 
apolis, Minn. 

T. D. Crocker, Vice Pres., Minneapolis, Minn. 

Henry Grenacher, Vice Pres., Minneapolis, 
Minn. 

H. E. Young, Vice Pres., Minneapolis, Minn. 

R. L. Clark, Asst. Sec., Minneapolis, Minn. 

ig Morrison, Sec—Asst. Treas., Chicago, 
Ill. 


The above table shows that of the 
fourteen persons who are officers and/ 
or directors of the Wisconsin Com- 
pany, only two are residents of Wis- 
consin. 


Furthermore, in response to an or- 
der of the Commission, dated April 
19, 1937, in the matter of an investi- 
gation of affiliations between public 
utilities and other corporations and 
persons, Docket No. 2—U-2, the Wis- 
consin Company furnished data show- 
ing, among other things, that of the 
directors of the Wisconsin Company, 
Messrs. H. C. Cummins, M. A. Mor- 
rison, T. D. Crocker, Henry Grenach- 
er, J. J. Molyneaux, R. F. Pack, and 
H. E. Young were also officers and/or 
directors of the Minnesota Company 
and the Delaware Company. 


Messrs. H. C. Cummins, B. W. 
Lynch, and M. A. Morrison were re- 
ported as being voting trustees for 
330,000 shares of common stock, Se- 
ries B of Standard Power and Light 
Corporation, the voting trust certifi- 
cates for which were owned by H. M. 
Byllesby and Company. Standard 
Power and Light Corporation was re- 
ported as owning 53.64 per cent of 
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B. W. Lynch, Vice Pres., Chicago, Ill. 


J. J. Madden, Asst. Sec.—Asst. Treas., Chi- 
cago, Ill. 


P. A. Lehmkuhl, Asst. Sec.—Asst. Treas., Chi- 
cago, Ill. 


G. V. Rork, Vice Pres., Eau Claire, Wis. 


N. H. Buckstaff, Asst. Sec.—Asst. Treas., Eau 
Claire, Wis. 


the common stock of Standard Gas 
and Electric Company, owning about 
69 per cent of the common stocks of 
the Delaware Company, which owns 
100 per cent of the common stock of 
the Wisconsin Company. 

Mr. Wm. J. Hagenah is a member 
of the law firm of Cummins, Hagenah 
and Flynn, which firm or its predeces- 
sors has long been associated with the 
so-called Byllesby interests, and has 
frequently represented the Wisconsin 
Company in matters before this Com- 
mission. 


It appears, then, that of the ten di- 
rectors of the Wisconsin Company, 
nine are directly or indirectly asso- 
ciated with the Minnesota Company 
and the Delaware Company. Thus, 
there is not only an affiliated relation- 
ship among the companies through 
ownership of stock of the Wisconsin 
Company by the Delaware Company, 
but an interlocking of the directors of 
the companies as well. A similar con- 
dition has prevailed for a number of 
years during which it appears that the 
company has been so directed by per- 
sons affiliated with the Minnesota or 
Delaware companies, or of other com- 
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panies in the Byllesby organization, as 
to create the serious financial condi- 
tion in which the company now finds 
itself. 

It is questionable whether the di- 
rectors of the Wisconsin Company 
exercise independent, unbiased judg- 
ment in transactions between the com- 
panies where such transactions involve 
conflict of interest. In financial ar- 
rangements between the companies, 
what is best for the Minnesota Com- 
pany may not be best for the Wiscon- 
sin Company. 

Section 180.135 of the Wisconsin 
Statutes provides that “the directors 
of corporations which are public utili- 
ties shall not, directly or indirectly, del- 
egate or in any manner, temporarily 
or permanently, relinquish or surren- 
der their duty to manage and direct 
the stock, property, affairs, and busi- 
ness of such corporation” and that 
“any director violating the provisions 
of this section may be removed by the 
Public Service Commission, after no- 
tice and hearing.” 

In the instant case, the directors of 
the Wisconsin Company are prepon- 
derantly officers and/or directors of 
the Minnesota and the Delaware com- 
panies. A substantial part of the 
managerial affairs of the Wisconsin 
Company has been carried out by the 
Minneapolis office, as evidenced by the 
transactions in the open account with 
the Minnesota Company. 


The evidence before the Commis- 
sion indicates that there may have 
been a delegation of powers by the 
directors of the Wisconsin Company 
to the directors and/or officers (sub- 
stantially the same persons) of the 
Minnesota Company and the Dela- 
ware Company, but a finding on this 


question will be withheld, pending fur. 
ther investigation. However, there js 
ample evidence as to the close affilia- 
tion between the companies. 


Section 196.52 of the Wisconsin 
Statutes contains provisions with re- 
spect to regulations concerning rela- 
tions of public utilities with affiliated 
interests. This section provides at 


subsection (3), in part, that: 


“No contract or arrangement pro- 
viding for the furnishing of manage- 
ment, supervisory construction, engi- 
neering, accounting, legal, financial, or 
similar services, and no contract or ar- 
rangement for the purchase, sale, lease, 
or exchange of any property, right, 
or thing, or for the furnishing of any 
service, property, right, or thing, other 
than those above enumerated, here- 
after made or entered into between a 
public utility and any affiliated interest 
as defined in this chapter, shall be val- 
id or effective unless and until such 
contract or arrangement shall have 
received the written approval of the 
Commission. It shall be the duty of 
every public utility to file with the 
Commission a verified copy of any 
such contract or arrangement, or a 
verified summary of any such unwrit- 
ten contract or arrangement, and also 
of all such contracts and arrange- 
ments, whether written or unwritten, 
entered into prior to the effective date 
of this section and in force and effect 
at that time. The Commission shall 
approve such contract or arrangement 
hereafter made or entered into only if 
it shall clearly appear and be estab- 
lished upon investigation that it is rea- 
sonable and consistent with the public 
interest ; otherwise the contract or ar- 
rangement shall not be approved.” 
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It is provided further, at subsection 
(6), that 

“Whenever the Commission shall 
find upon investigation that any pub- 
lic utility is giving effect to any such 
contract or arrangement without such 
contract or arrangement having re- 
ceived the Commission’s approval as 
required by this section, the Commis- 
sion shall issue a summary order di- 
recting the public utility to cease and 
desist from making any payments or 
otherwise giving any effect to the terms 
of such contract or arrangement, until 
such contract or arrangement shall 
have received the approval of the Com- 
mission. The circuit court of Dane 
county is authorized to enforce such 
order to cease and desist by appropri- 
ate process, including the issuance of 
a preliminary injunction, upon the suit 
of the Commission.” 

[9] The Commission is of the 
opinion that the arrangement to charge 
interest on the advance account at a 
rate of 6 per cent per annum, not, how- 
ever, to exceed the earnings available 
for the interest, as provided in the 
minutes of a meeting of the board of 
directors of the Minnesota Company, 
of September 19, 1934, together with 
the course of dealings between the 
companies, constitutes an arrange- 
ment for the furnishing of financial 
services within the purview of § 
196.52 of the statutes. This arrange- 
ment has not received the Commis- 
sion’s approval. Accordingly, the 
Commission finds, and this order will 
so provide, that the company should 
cease and desist from making any 
payments or otherwise giving any ef- 
fect to the arrangement to pay interest 
on the open account due Northern 
States Power Company, a Minnesota 
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corporation, until such arrangement 
shall have received the approval of 
this Commission. 

It is therefore ordered that North- 
ern States Power Company, a Wis- 
consin corporation, credits its appro- 
priate plant account and charge ac- 
count 140, Unamortized Debt Dis- 
count and Expense, with the amount 
of $860,125 of bond discount now car- 
ried in said plant account, and concur- 
rently credit said account 140, Un- 
amortized Debt Discount and Expense, 
and charge its surplus account with 
the amount of $652,231.93, represent- 
ing that portion of said bond discount 
which should have been amortized as 
of December 31, 1937; and annually, 
thereafter, shall charge account 531, 
Amortization of Debt Discount and 
Expense, and credit account 140, Un- 
amortized Debt Discount and Expense, 
with the amount of $32,825.23, rep- 
resenting that portion of the $860,125 
of unamortized bond discount which 
should be amortized annually after 
December 31, 1937. 


It is hereby further ordered that 
Northern States Power Company, a 
Wisconsin corporation, credit its ap- 
propriate property account and charge 
its surplus account with the amount of 
$500,000, representing the excess pur- 
chase price paid by Northern States 
Power Company for the dam and pow- 
er house acquired from Cornell Wood 
Products Company over the amount 
approved by this Commission. 

It is hereby further ordered that 
Northern States Power Company, a 
Wisconsin corporation, shall, for the 
year 1938 and annually thereafter un- 
til further order of this Commission, 
charge account 503, Depreciation, and 
credit account 250, Reserve for De- 
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preciation of Utility Plant, with the 
amount of $600,000, representing the 
estimated annual depreciation of the 
company’s physical property and plant. 

It is hereby further ordered that 
Northern States Power Company, a 
Wisconsin corporation, shall, in order 
to provide a depreciation reserve with 
an amount which will reflect more 
nearly the accrued depreciation on the 
property of said company on Decem- 
ber 31, 1937, and also for the purpose 
of reflecting more nearly the actual 
financial condition of the company, 
transfer to account 250, Reserve for 
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Depreciation of Utility Plant, the en- 
tire amount of its earned surplus ac- 
count, as shown by its books as of De- 
cember 31, 1937. 

It is hereby further ordered that 
Northern States Power Company, a 
Wisconsin corporation, shall cease and 
desist from making any payments or 
accruing payments or otherwise giving 
any effect to the financial arrangement 
to pay interest on the open account due 
to Northern States Power Company, 
a Minnesota corporation, until such 
arrangement shall have received the 
approval of this Commission. 
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Consumers of Electricity 


Consolidated Sion Company of 
New York, Incorporated 


[Case No. 9518.] 


Rates, § 333 — Electricity — Monthly or weekly demand charge — Air condition- 


ing of theaters. 


The demand charge for electric service to theater owners or operators who 
use current for air conditioning more or less continuously from June to 
September inclusive and for a preliminary turnover or “work-in” in the 
last week of May, with a possible carry over to the first week of October, 
and should not be changed from a monthly basis to a weekly basis. 

[July 13, 1938.] 


| Heieconnggentid by owners or operators of theaters using air-con- 
ditioning equipment against electric demand charge; com- 
plaint dismissed. 


¥ 


APPEARANCES: Gay H. Brown, 
Counsel (by George E. McVay, As- 
24 P.U.R.(N.S.) 
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sistant Counsel), for the Public Serv- 
ice Commission; John Manheimer, 








Ne\ 
We 
Sha 


ma! 
Jac 


Co: 
Ne 


fot 


an 





> en- 
> ac- 
De- 


that 
VY, a 
and 
; Or 
“ing 
lent 
due 
ny, 
uch 


the 


so Sw. &@ 










New York city, Attorney for David 
Weinstock, and others; Murray A. 
Shaw, New York city, President, M. 
A. Shaw, Inc., and representing I. T. 
O. A. and about 200 theaters; Whit- 
man, Ransom, Coulson & Goetz (by 
Jacob H. Goetz and Richard Joyce 
Smith), New York city, Attorneys for 
Consolidated Edison Company of 
New York and affiliated companies ; 
R. H. Nexsen, Chief Power Engineer, 
for the Public Service Commission; 
M. F. Orton, Director of Research 
and Valuation, for the Public Serv- 
ice Commission. 


Van NAMEE, Commissioner: 
Hearings were held in the above-enti- 
tled proceeding on May 5 and June 2, 
1938, at the New York office of the 
Commission, those above named ap- 
pearing. One hundred fifty pages of 
testimony were taken and nine ex- 
hibits received. 


General Statement 


In a petition dated March 17, 1938, 
the owners or operators of 138 the- 
aters (hereinafter referred to as com- 
plainants) located in various sections 
of the boroughs of Manhattan, Bronx, 
Brooklyn, and Queens requested that 
the Commission take action to amend 
the ‘rate schedules of the Consolidat- 
ed Edison Companies and subsidiaries 
on the subject of the maximum de- 
mand created by air conditioning, re- 
frigeration, blower, and ventilating 
system” in order to obtain relief from 
certain billing practices which the 
complainants allege are burdensome 
and discriminatory. 


At the first hearing in this case 
held on May 5th the scope of this in- 
vestigation was amended to include 
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the Brooklyn Edison Company, Inc., 
the New York & Queens Electric 
Light & Power Company, the West- 
chester Lighting Company in New 
York city. It was also agreed to by 
all parties that the answer to be filed 
by the Consolidated Edison Company 
of New York, Inc. (hereinafter re- 
ferred to as the respondent) was to be 
considered applicable to the foregoing 
companies. 


Special Features of the Complainants’ 
Use of Energy 


In general it may be said that the 
theaters operated by the complainants 
have equipment installed therein for 
the conditioning, cooling, and circu- 
lating of air. Equipment to perform 
these functions has from time to time 
been broadly referred to as “air-con- 
ditioning” equipment. Air condition- 
ing as considered in connection with 
buildings erected for public assem- 
blage, private occupancy, or for the- 
ater purposes is a process generally 
distinguished by three steps, namely, 
temperature control, humidity control, 
and filtering. An installation con- 
sisting of fans or a duct and blower 
system for moving or removing quan- 
tities of air to predetermined points by 
mechanical means only does not come 
within accepted definitions of air-con- 
ditioning installations. 

Of the 138 complaints involved in 
this case, 21 utilized electric refriger- 
ation, 35 well water, 37 ventilating 
systems consisting of blowers and 
ducts, 1 artificial ice, and 44 did not 
operate equipment of any of the fore- 
going types and it seems in these in- 
stances that open fans were probably 
utilized to provide some comfort for 
occupants during hot weather. 
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The majority of the theater owners 
or operators are billed at the present 
time on the basis of service classifica- 
tion No. 2 and the complaint before 
us appears to have its origin in the 
application of demand charges on this 
and certain other classifications which 
are billed on the basis of the maxi- 
mum monthly demand. The use of 
air-conditioning equipment by _the- 
aters is seasonal and is generally con- 
fined (contra seasonal weather ex- 
cepted) to the period from June 15th 
to September 30th with a possible 
carry-over to the first week in Octo- 
ber. 


It is generally a practice to give air- 
conditioning equipment a preliminary 
turn-over or “work-in” in the last 
week of May before placing it in more 
or less continuous operation through- 
out the summer months. The demand 
charge in the month of May if based 
on the maximum demand for that 
month will probably exceed that of 
the preceding month, reflecting, as it 
does, an increased load due to the test 
operation of the air-conditioning 
equipment. At the end of the summer 
season, operation of the equipment in 
the first week in October creates a sit- 
uation analogous in reverse order to 
that obtained during the last week of 
May. If in the months of May and 
October the complainants are billed 
on the basis of maximum demand reg- 
istered in these months, the demand 
for billing purposes will in each case 
be influenced by the starting and stop- 
ping of the air-conditioning equipment 
at the initial and terminating periods 
of summer operation. 


Relief Sought by Complainants 
The complainants do not believe it 
24 P.U.R.(N.S.) 
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in May or the first week in October, 


the magnitude of which is affected by 
the operation of the air-conditioning 


equipment in these particular periods. 
It is also contended that the demand 
charges billed in these months should 
be prorated so as to reflect on a pro- 
portional basis, the demand created 
during these periods. Similarly, the 
billing demand for any part of the 
summer season should be based on the 
weekly maximum demands. 
Assuming that a complainant noti- 
fies the respondent of his intention to 
begin operation of his air-condition- 
ing equipment for test purposes and a 
reading of his demand meter is made 
before these operations have begun, 
on a weekly basis the charge for de- 
mand in the first three weeks of May 
would be the registered Maximum 
Demand x Demand Charge per Kilo- 
watt x 3. Likewise, in the first week 
of October the charge would be the 
registered maximum demand x } of 
the demand charge per kilowatt. If 
the load curves of these months indi- 
cate occurrence of the monthly peak 
in the weekly periods specified, it is 
not difficult to see that a saving in de- 
mand charges for these months may 
be realized since the indicated maxi- 
mum demand in each case is not billed 
on a monthly basis. What the saving 
will be depends naturally on the sharp- 
ness of the peak created in the week- 
ly periods. The complainants believe 
that in so far as their particular class 
of use is affected they should be billed 
on a weekly basis during the summer 
season. This, they contend, could be 
provided for by inserting a rider in 
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equitable to pay a demand charge for 
a full month on the basis of the de- 
mand registered during the last week 
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the appropriate rate schedule giving 
an operator of air-conditioning equip- 
ment the option to select this method 
of billing over a specified summer pe- 


riod. It is however evident, with this 
method in effect, that operation of atr- 
conditioning equipment for a mini- 
mum of one day in all weeks of the 
summer season, a condition which ts 
not difficult to conceive will not result 
in the complainants obtaining any sub- 
stantial relief, particularly so if the 
nature of the air-conditioning load is 
constant. On the basis of the fore- 
going discussion it is apparent that 
the only measure of relief if the com- 
plainants’ viewpoints with respect to 
the disposition of weekly billing pe- 
riods prevail, would be at the starting 
and shutting down periods of the 
summer season. 

In support of their contentions, the 
complainants, while presenting no evi- 
dence, put forth the following argu- 
ments : 

1. The system peak of the respond- 
ent occurs in the winter season (usual- 
ly in December). The operation of 
air-conditioning equipment taking 
place, as it does, in the off-peak sum- 
mer months, little or no capacity bur- 
den is placed on the company’s gener- 
ating facilities, and while a rate reduc- 
tion is not asked for, some relief is 
therefore in order. 

2. A number of other customers of 
the company engaged in the business 
of ice making are presently attached 
to rates that provide for billing on a 
weekly basis. The inference here is 
that since weekly billing is available 
to this type of customer whose busi- 
ness is also seasonal, it should also be 
available to consumers who have air- 
conditioning equipment installed. 
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Comments on the Proposals and Con- 
tentions of the Complainants 


The proposal of the complainants 
has been vigorously challenged by the 
respondent. Briefly the contention or 
objection of the respondent appears to 
be premised on the following: 


(a) Bills rendered on a weekly basis 
will not result in substantial relief 
to the complainant. 

To the contention of the complain- 
ants that bills rendered on a weekly 
basis during the summer season would 
afford some measure of relief, the re- 
spondent answered with the submis- 
sion of estimates based on available 
billing data of 125 locations of the 
complainants covering the twelve 

months’ period prior to March, 1938. 

This estimate purports to show the 

possible savings to the complainants 

if a billing procedure is adopted for 
the summer period. Examination of 

this estimate reflecting data on 125 

customers or locations, out of a total 

of 138 described in the petition, indi- 
cate an overall annual saving of $2,- 

096.27 on a total revenue received by 

the company from these customers 

for this service of $483,500.05 or 
4/10ths of 1 per cent. Also signifi- 
cant to note is that of the 125 custom- 
ers considered in this estimate, 38 in- 
dicated no saving at all, for the other 
87 a small saving of 6/10ths of 1 per 
cent was shown. Since the complain- 
ants did not appear disposed to seri- 
ously challenge the accuracy of, or the 
methods by which the figures in Ex- 
hibit No. 2 were arrived at, the re- 
sults may be considered as substantial- 


ly correct. 
It is interesting as a contrast to com- 
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pare the savings realized by the 125 
customers, partly as a result of chang- 
ing to other service classifications and 
as a result of rate reductions made ef- 
fective February 1, 1937. As evi- 
denced by examination of Exhibit No. 
2, 86 customers benefited to the ex- 
tent of $48,926.77, representing an 
average saving to these customers of 
134 per cent. Taking the 125 custom- 
ers on an overall basis, the average 
saving is 10.2 per cent. 


(b) Insertion of rider in the rate 
schedule to provide for optional 
weekly billing during summer 
months is impracticable from an as- 
pect of discrimination and expense. 
Stripped of its minor aspects the 

basic contention underlying the com- 

plainants’ request for relief is that op- 
eration of their air-conditioning equip- 
ment is of a seasonal nature and oc- 
curs during the off-peak period of the 
year which is a condition advantageous 
to the respondent. If, on this basis, 
their desire for relief is granted, how 
many other customers of the respond- 
ent who conduct a seasonal business 
unrelated to that of the complainants 
and supplied under similar rate classi- 
fications may demand the privilege of 
weekly demand billing in the custom- 
er’s season of highest activity or pro- 
duction? It is not here proposed to 
enumerate the business activities these 
customers may be engaged in other 
than to invite attention to the fact that 
the peak demand of some may occur 
during the winter months. Several 
questions of prime import will also be- 
come manifest in an attempt to ad- 
minister a rider containing a provi- 
sion of this nature. If the connected 
load of a customer’s air-conditioning 
24 P.U.R.(N.S.) 
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equipment is disproportionately small 
compared to that of other equipment 
he has installed, shall he be given the 
benefit of such a rider? If so, it be- 
comes self-evident that a customer who 
has no air-conditioning equipment in- 
stalled could by the installation of a 
small amount obtain the benefits of 
such a rider. 


It may be argued that the occurrence 
of a situation of this kind could be 
forestalled by an insertion in the rider 
requiring segregation of wiring. Con- 
ceivably, such a provision would prob- 
ably favor a relatively small group of 
customers whose expense of segrega- 
tion is not prohibitive. It thus ap- 
pears difficult, if not virtually impos- 
sible, to extend a special privilege to 
one group of customers without un- 
reasonably discriminating against cer- 
tain other customers whose load char- 
acteristics or type of usage have points 
of similarity with that of the group 
comprising the complainants. 

The introduction of a system of 
weekly billing during the season of 
the customer’s highest activity in- 
volves also the matter of additional 
expense of billing and meter reading 
by reason of the necessity of more 
frequent readings. The witness of 
the company (R. B. Grove) testified 
that the expense would be in the order 
of $120,000 a month in addition to a 
fixed) investment of approximately 
$40,000. 

If it is assumed that the average 
weekly meter reading period is five 
months, the foregoing figures point 
to an additional annual expense of 
some $600,000. Imposing as the lat- 
ter figure appears we need not be 
overawed by its magnitude, for the 
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reason that it premised on a total of 
68,500 demand metered customers es- 
timated to be served on service classi- 
fication No. 2. Moreover, the same 
witness conceded that “. . . a con- 
siderable less number than the 68,585 
would use this rider .’; but felt 
unable to make an estimate as to the 
proportion of the foregoing customers 
who would take advantage of a rider 
of this kind. It is therefore evident 
that the estimate of additional expense 
submitted by the respondent is repre- 
sentative of the maximum condition 
realizable and is therefore to be ac- 
cepted with that reservation. 


Considering, however, the large 
number of possibly eligible customers 
who are engaged in activities of a sea- 
sonal nature unrelated to that of the 
complainants, it is reasonable to con- 
clude that extensive application of any 
practice of weekly billing will involve 
a considerable annual expense to the 
respondent, which expense it does not 
appear was accorded full weight in 
the rates when the form and charges 
were under consideration and there- 
fore would not be compensated for by 
additional revenue. 


(c) Based on the present seasonal 
trend of system loads, additional 
summer load does not seem very ad- 
vantageous. 

It is generally conceded that the 
capacity of the generating facilities of 
a system is influenced by the system 
maximum demand. To the extent 
that it is not influenced by diversity, 
this is also true of the distribution fa- 
cilities. 

The complainants have on several 
occasions referred to the fact that 
usage of air-conditioning occurs in a 
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period of year other than that of sys- 
tem peak (which is usually in Decem- 
ber) and presumably on the supposi- 
tion that this characteristic of their 
loads does not place any additional ca- 
pacity burden on the respondent’s fa- 
cilities, and therefore being attractive 
from this standpoint, the relief sought 
for is not unreasonable. 

Considerable technical data com- 
bating this viewpoint was submitted 
by a witness of the respondent (H. C. 
Forbes). The foregoing data is re- 
flected in Exhibits 3A, 3B, 3C, 4A, 
4B, 5, 6A, 6B, 7, 8, and 9, and deals 
principally with the following: (a) 
Studies of the trend of summer and 
winter demands in the past sixteen 
years; (b) the effect of summer loads 
on generator overhaul schedules; and 
(c) the influence of seasonal variations 
in temperature on the capacity of the 
distribution system. 

Examination of Exhibits 3A, 3B, 
3C covering a period of sixteen years 
show that while the annual maximum 
demands showed a fairly uniform 
growth the summer loads increased at 
a faster rate. For example, Exhibit 
3A shows the ratio of the average 
maximum summer load (arithmetical 
average of the maximum loads in the 
months May to September inclusive) 
to the maximum annual load to be .65 
in 1922 and .77 in 1937. Whether 
the foregoing ratio applied to the 
system as a whole will ever reach or 
become greater than unity is a matter 
of conjecture. The witness of the re- 
spondent (H. C. Forbes) expressed 
the opinion that it is a reasonable ex- 
pectation that the ratio of .77 attained 
in 1937, will increase “to the order of 
81 per cent by 1943.” In this con- 


491 24 P.U.R.(N.S.) 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


nection it is to be noted that the figures 
available for the district comprising 
Lower Manhattan, south of 14th 
street indicates a ratio of 1.025 for 
the year 1937. By reason of the char- 
acter of load served in this district it 
cannot be said that the demand ratio 
of 1.025 is a criterion of what future 
periods will show in other districts. 

Exhibits Nos. 7 and 8 are bar charts 
showing the ratio of the monthly 
maximum loads to the December load 
for six different classes of business 
activity. Study of these charts points 
to the conclusion that the installation 
of air-conditioning equipment at the 
locations affected resulted in a positive 
tendency to shift the maximum de- 
mand from the winter period to the 
summer period. While no claim was 
made by the respondent’s witness (H. 
C. Forbes) that the installation of the 
air-conditioning equipment is primari- 
ly the cause of the changing trend of 
summer load, he did express the opin- 
ion that it was a “contributing fac- 
tor.” 

Exhibit 6A, is a graphical presen- 
tation purporting to show by months 
the relation of the distribution ca- 
pacity (adjusted to reflect the average 
monthly variations in temperature) 
and the monthly maximum loads. The 
quantities on this graph are relative 
and in the case of the distribution sys- 
tem capacity are unconnected with the 
present capacity of the existing dis- 
tribution system. On this graph we 
note, for instance, that during the 
month of July, the relative capacity of 
the distribution system is 79 per cent 
of the distribution capacity while the 
July load is 73 per cent of the Decem- 
ber load. It is evident from this that 
if the ratio of the July load to the 
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December load exceeds 79 per cent it 
would be necessary to consider an in- 
crease of distribution facilities. How 
seasonal temperature variations af- 
fect local areas of the distribution sys- 
tem is, of course, dependent on the re- 
lation of seasonal loads to capacity in 
each. In some areas, however, the ca- 
pacity of a local distribution system is 
determined by the summer load. 

It now remains to discuss another 
aspect of seasonal loads. Through 
its witness (H. C. Forbes) the re- 
spondent introduced tables in which 
effort was made to show the effect of 
summer loads on generator overhaul 
schedules. A turbo-generator, like 
nearly all rotating apparatus, requires 
at appropriate intervals a complete 
overhaul if the possibility of sudden 
stoppages or breakdowns is to be re- 
duced to a minimum. It is considered 
good practice to overhaul generators 
after some sixteen to eighteen thou- 
sand hours of use. If the overhaul 
could be accomplished in a short pe- 
riod, say a few days, there would per- 
haps be no need of extreme caution in 
selecting the time of overhaul. The 
overhaul of a generator normally re- 
quires a period varying from two 
weeks to three months. 

It may be possible, under certain 
conditions, to fix the rated capacity of 
a generating station or system on the 
basis of the annual peak load plus the 
capacity of the largest unit installed. 
If, however, the maximum loads oc- 
curring in the summer period are 
equal in magnitude to the winter peak 
loads there would appear to be some 
need of revision of this practice for 
the reason that a deficiency in capacity 
would be immediately apparent if an 
unscheduled and unforeseen shutdown 
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of a major generating unit occurred 
while another major unit was under- 
going a scheduled overhaul. To guard 
against the possibility of such a con- 
tingency, More generating capacity 
would probably have to be provided 
for. It is not, however, to be assumed 
that the respondent would be con- 
fronted with this problem if the win- 
ter and summer peaks approached each 
other in magnitude, as this depends 
largely on the reserve capacity avail- 
able from all sources. These facts and 
considerations are generally borne out 
by statements of respondent’s witness 
(H. C. Forbes) in reply to cross-ex- 
amination by Mr. Nexsen, chief pow- 
er engineer of the Commission: 

Q. Exclusive of the Niagara Hud- 
son tie line, about what is the percent- 
age of reserve capacity for the system 
generating station today? 

A. It is roughly 50 per cent 

Q. Within a period of two years, 
assuming a 10 per cent increase in the 
summer load, there will be no necessi- 
ty for installing any additional reserve 
capacity, will there? 

A. No. If you increase summer 
load 10 per cent or winter load 10 per 
cent, we still wouldn’t need any addi- 
tional capacity. 

While determination of the specific 
effect of changes in the seasonal char- 
acter of the load on rate structures 
seems outside the scope of this case, 
it may be said, however, that where 
there is a pronounced tendency for 
the summer load to approach the win- 
ter load in magnitude, consideration 
must undoubtedly be given to some 
augmentation of the generating and 
distribution capacity provided, how- 
ever, no large reserves are available. 
In the face of this, it does not seem 
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that any compelling reason exists for 
encouraging any form of rate which 
would tend to bring about a shifting 
of the annual maximum demand from 
the winter to the summer season. Nor, 
however, is there good reason why 
the acquisition of additional business 
of a more or less seasonable character 
should be discouraged. The com- 
plainants’ contention that they should 
be granted some measure of relief be- 
cause of the off-peak character of air- 
conditioning loads, does not, there- 
fore, appear to be justified. 


(d) Certain rates with usage limited 
to ice making and refrigeration are 
billed on a weekly basis and the com- 
plainants allege that the latter privi- 
lege 1s a discrimination. 

At the present time there are about 
thirty-six customers served on classi- 
fication No. 8, comprising ice making 
and refrigeration, and the number is 
said to be constantly decreasing. This 
rate is billed on a weekly basis which 
the complainants allege is discrimina- 
tory because the same practice is not 
permitted in their cases. In this in- 
stance the complainants have evident- 
ly assumed analogous conditions to 
prevail in respect to their usage and 
in so doing appear to have overlooked 
a number of important factors. 

It does not appear that any of the 
customers served on the ice-making 
rate are supplied from a distribution 
main. It would seem that nearly all 
of these customers are supplied by di- 
rect high-tension feeders. While the 
number of complainants who were 
supplied from a distribution main 
does not appear in the record, there is 
no reason to believe it to be inconsid- 
erable. 
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There is also a wide difference in 
the character of the respective loads 
of the two classes of customers. The 
customer operating ice-making and re- 
frigeration apparatus is distinguished 
by a high monthly, as well as annual 
load factor, both of which is indica- 
tive of fairly constant loads. The 
ice-making and refrigeration rate be- 
ing an essentially high load factor rate, 
the question is what benefits would 
accrue to the complainants if they 
were billed under an identical rate? 
Assuming that the complainants are 
billed on the basis of service classifi- 
cation No. 8 (ice making and refrig- 
eration) at a 30 per cent load factor, 
their bills would be higher, and at an 
80 per cent load factor lower than on 
the basis of service classification No. 
2. In this connection it is of particu- 
lar significance to note that the aver- 
age annual load factor of 92 of the 
complainants was only 22 1/10th per 
cent. 

It does not appear that the com- 
plainants could be benefited if a rate 
identical to the ice-making and re- 
frigeration rate were made available 
to them. Since there is but one feat- 
ure of this rate that the complainants 
desire, namely, the weekly billing pro- 
vision, it does not seem fair to as- 
sume that they should have the bene- 
fits of one provision of a rate to the 
exclusion of all the other provisions 
which may be somewhat disadvanta- 
geous. 

This alone should dispose of any 
allegation of discrimination by the 
complainants. It does not seem rea- 
sonable to assume that merely because 


one provision of another service classj- 
fication is not available to the com. 
plainants the service classification con. 
taining this provision is discrimina- 
tory. 


Summary and Conclusions 


No evidence has been offered to 
show that the complainants have been 
subjected to any unreasonable dis- 
crimination. The particular form of 
rate modification sought by the com- 
plainants would, if granted, afford 
only an insignificant measure of re- 
lief in contrast to the substantial re- 
ductions the majority have enjoyed 
as a result of rate reductions made ef- 
fective February 1, 1937. Moreover 
it is a question if the modification 
sought by the complainants could be 
restricted to their particular lines of 
business activity without it being made 
available to other customers who op- 
erate air-conditioning equipment or 
are engaged in unrelated business ac- 
tivities of a seasonal nature. The lat- 
ter alternative, aside from its undesir- 
ability from the standpoint of rate ad- 
ministration, may force reconsidera- 
tion of the charges in rate classifica- 
tions the complainants are served un- 
der because of increased expense made 
necessary by more frequent billings 
and meter readings. 

Based on the foregoing considera- 
tions it is recommended that the peti- 
tion of the complainants be denied and 
that this proceeding be closed on the 
records of the Commission. 


A proper order is hereto attached. 
[Order omitted. ] 
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MISSOURI PUBLIC SERVICE COMMISSION 


Re Billing Practices of Electric, Gas, Steam 


Heat, Telephone, Telegraph, 
and Water Utilities 


[Case No. 9495.] 


Payment, § 21 — Form of billing — Segregation of charges. 
All electric, gas, steam heat, telephone, telegraph, and water utilities op- 
erating in the state should show on their bills for service rendered in- 
formation as to the quantity of service furnished and the charges therefor 
separately from any other charges that may be made covering any other 


commodity or tax. 


[May 16, 1938.] 


ahs of billing practices of public utility compa- 
nies; public utilities required to show on their bills 
segregated charges. 


By the Commission: By its order 
herein issued on February 15, 1938, 
the Commission entered upon an in- 
vestigation and hearing to ascertain 
the various billing practices of elec- 
trict, gas, steam heat, telephone, tele- 
graph, and water utilities in the state 
of Missouri for the purpose of deter- 
mining whether or not said utilities 
should be required to show separately 
the amount or volume of each utility 
service furnished and the charge there- 
for, and whether or not they were 
commingling any other charge made 
against customers, such as for mer- 
chandise, delinquent billing charges, 
or any other charges, particularly sales 
tax. Furthermore, the purpose was, 
if necessary, to require a form of bill- 
ing by which a customer will be en- 
abled to determine the amount of 
service rendered and the bill charged 


495 


therefor shown separately from the 
charges for the other service or taxes 
applied. 

A hearing was held on the 21st day 
of February, 1938, at which time the 
case was taken under advisement. 
Since the above date the utilities who 
appeared and showed they were com- 
mingling their sales tax charges with 
the charges for utility service have 
rearranged their form of billing and 
changed their billing practices so that 
now the customer or taker of the serv- 
ice can determine from the bill the 
amount charged for the service ren- 
dered. 


It appears now that a further deter- 
mination of this matter is not required 
and the case may be disposed of by 
the general requirement that all utili- 
ties in this state of the character named 
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shall show on their bills for service 
rendered information as to the quan- 
tity of service furnished and the 
charges therefor separately from any 
other charges that may be made cover- 
ing any other commodity or tax. 

It is therefore, 

Ordered: 1. That all water, gas, 
electric, steam heat, telephone, and 
telegraph utilities as defined by the 
Public Service Commission Law of 
Missouri shall hereafter show on the 
bills for utility service rendered in- 
formation as may be required to en- 
able the customer to understand and 
check the quantity of service and 
charges therefor, said information to 


be separate and distinct from charges 
made for any other commodity or a 
tax. 

Ordered: 2. That this order be in 
full force and effect ten days from this 
date, and that the secretary of the 
Commission shall serve certified copies 
of this report and order upon all 
parties interested herein, and that said 
interested parties notify the Commis- 
sion before the effective date of this 
order, in the manner prescribed by 
§ 25 of the Public Service Commis- 
sion Law (§ 5145 Rev. Stats. Mo, 
1929), whether the terms of this or- 
der are accepted and will be obeyed. 
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ACCEPTANCE! 


ngineering executives purchase equipment on demonstrated performance. That 


ulcan Soot Blowers are on the preferred list of engineers who buy because 


i demonstrated lowest maintenance sound engineering and the ruggedest con- 


ruction ever built into Soot Blowers, is evidenced by the following partial list 


{representative contracts installed or sold in 1937. 





Allis Chalmers Co. «.cccccccce West Allis, Wis. 
Ames, City of 

Atlantic Refining Co. ............- Atreco, Texas 
Baltimore Transit Co. ........... Baltimore, Md. 
Bethlehem Steel Co. ....... Sparrows Point, Md. 
Chain Belt Company Milwaukee, Wis. 
Columbia E ling & Stamping Co., Terre Haute, Ind. 
Container Corporation Carthage, Ind. 
Continental Diamond Fibre Co. ....Newark, N. J. 
Crosley Radio Corporation Cincinnati, Ohio 
Eldora Gold Mines Port Hope, Ontario 
Elgin, Joliet & Eastern R. R. Co 

Formica Insulating Co. .......... Cincinnati, Ohio 
Globe Steel Tubes Co. ......... Milwaukee, Wis. 
Hamilton Coke & Iron Co. ....... Hamiiton, Ohio 
Helwig Silk Dyeing Co. ....... Philadelphia, Pa. 
Hudepoh!l Brewing Co. .,....... Cincinnati, Ohio 
Jose Arechabala Socieda Cardenas, Cuba 
Kaukau Sugar Co. ...........- Honolulu, Hawaii 
Kendall Refining Co. ...........+- Bradford, Pa. 
Keystone Public Service Co. ........ Oil City, Pa. 
Latonia Refining Co. ............-- Latonia, Ky. 
Lehigh Portland Cement Co. ...... Oglesby, Ili. 
McAndrews & Forbes Camden, N. J. 
M Street Heating Plant Washington, D. C. 





MacSim Bar Paper Co. .........- Otsego, Mich. 
Mendocino State Hospital ....Mendocino, Calif. 
Metropolitan Edison Co. .........-. Reading, Pa. 
Municipal Power Plant Rochester, Minn. 
N. Y. State Electric & Gas Co....Dresden, N. Y. 
Giles Power CO. occcicccccccss Windsor, W. Va. 
Pennsylvania Electric Co. .........-. Sewart, Pa. 
Ralston Purina Company Battle Creek, Mich. 
Republic Oil & Refining Co. ....Texas City, Texas 
Repebiie Stect Ce. ..ccscccvcccece Thomas, Ala. 
Rochester & Pittsburgh Coal Co Lucerne, Pa. 
Schervier Hospital New York City 
Sherwood Refining Co. ............- Warren, Pa. 
Sloan Blabon Co. Philadeiphia, Pa. 
A. &. Staley Mig. Co. .ccccccscess Decatur, Iii. 
Thilmany Pulp & Paper Co. ...... Kaukauna, Wis. 
Tide Water Power Co. ...... Wilmington, N. C. 
Timken Roller Bearing Co. ....... Columbus, Ohio 
United Refining Co. ..........0000- Warren, Pa. 
U. S. Military Academy West Point, N. Y. 
Vacuum O11 Co. ..ccccccsccces Paulsboro, N. J. 
Village of Hinsdale Hinsdale, ill. 
Washington Gas Light Co.....Washington, D. C. 
Westinghouse Elec. & Mfg. Co...Mansfield, Ohio 





ulcan Soot Blower Corporation does not 
build down to a price. Vulcan builds into their 
equipment thirty-three years of experience; 
built by highly skilled engineering and plant 
personnel of long service, using the highest 
type material that hard exacting service has 
demonstrated is the most practical for its 
purpose. The result is trouble free, long years 


of service, making unnecessary frequent ser- 
vicing—and when service is required, skilled 
field engineers on their rounds, offer it gladly 
to maintain your Vulcan equipment in top con- 
dition. Just ask the Vulcan Sales or Field En- 
gineer WHY Vulcan build into their equip- 
ment the most rugged, trouble free, lowest 
maintenance you can buy. 


VULCAN SOOT BLOWER CORP., Du Bois, Penna. 
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Industrial Progress 


Selected information about manufacturers, 
new products, and new methods. Also news on 
personnel changes, recent and coming events. 
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Niagara Hudson Unit 
Buys Large Generator 


presets of the largest steam-driven tur- 
bine-generator acquired by the electric 
utility industry since 1931 was announced by 
Alfred H. Schoellkopf, president of Niagara 
Hudson Power Corp. 

The turbine-generator will be built by the 
General Electric Co. at its Schenectady plant 
and the accompanying steam generating boiler 
will be built by the Babcock & Wilcox Co. of 
New York City. 

This equipment, Mr. Schoellkopf said, will 
be erected in the utility system’s new steam 
electric station at Oswego, construction on 
which is about to be started by Central New 
York Power Corp., a subsidiary of Niagara 
Hudson. 

The work of erecting this $9,500,000 plant 
and building and installing the equipment will 
create more than a million man-hours of di- 
rect labor alone, according to Mr. Schoell- 
kopf, and when completed, the plant will be 
one of the most efficient stations of its kind 
in the world. 


G-E Develops Low-Cost Resist- 
ance Welding Process 


ENERAL Electric engineers have developed 

a low-cost resistance welding process of 
an electronic type to replace expensive solder- 
ing operations in the manufacture of such 
devices as radio sets, watches, small meters, 
industrial control devices, railway signal 
equipment, and business machines. 

A current of several thousand amperes 
flows in the secondary circuit of the welder 
for a half-cycle which is precisely timed by 
an Ignitron tube and its associated control 
circuit. This control circuit includes a dial 
for regulating the heat by the phase-shifting 
method. The amount of heat is accurately 
determined by the duration of current flow; 
maximum heat is obtained with a current 
duration of slightly more than 1/120 of a 
second. The welding transformer and _ its 
associated equipment are suitably enclosed. 

On other electrical devices, as well as on 
radio sets, tongs are used with the equipment 
in the welding of solid or stranded wires to 
terminals. Likewise, a suitable bench welder 
can be utilized to weld small studs (.010 in. 
to .050 in diameter) to flat surfaces with little 
or no marking on the opposite side of the sheet 
of metal. Similar equipment is suitable for 
the spot-welding of thin sheets of various 


alloys with little or no oxidation or dis- 
coloration. 


I.B.M. Corp. Appoints Hayward 
Patent Development Supervisor 


—* Business Machines Corpo- 
ration has announced the appointment of 
John B. Hayward as supervisor of patent de- 
velopments, with offices at the IBM World 
Headquarters Building in New York. He was 
previously connected with the company’s 
patent department in an advisory capacity. 

Mr. Hayward, a patent attorney, was for- 
merly associated for many years with Drury 
W. Cooper, general patents counsel for the 
company. 


CP Range Program 
Gaining Momentum 


| Regency manufacturers of the gas industry 
met in New York City September 7th at 
the special meeting of the board of directors 
of the Association of Gas Appliance and 
Equipment Manufacturers. Merrill N. Davis, 
executive vice-president of the S. R. Dresser 
Manufacturing Co., Bradford, Pa., and presi- 
dent of the Association, presided. 

Applications for membership in the Associ- 
ation by thirty-one companies in various parts 
of the United Scates were approved by the 
board members. 

Because of the New York 1939 World’s 
Fair, it was voted that next year’s annual 
convention of the Association take place in 
New York. The time was temporarily set for 
the latter part of May (1939). 

Reports were presented on the numerous 
sales promotion projects which the Associ- 
ation is now conducting, such as the “Prize 
Parade,” in behalf of automatic gas water 
heaters, which is being participated in by 
thousands of plumbers and retail water heater 
dealers; the gas refrigeration selling cam- 
paign which enlisted the support of gas com- 
panies and their salesmen throughout the 
country; and the Certified Performance Gas 
Range program now being projected nationally 
by the Association. 

W. E. Derwent, chairman of the Associ- 
ation’s domestic gas range division and vice- 
president of the George D. Roper Corp., of 
Rockford, Ill., reported that the new Certified 
Performance Gas Range Program is gaining 
the most rapid momentum ever experienced in 
the launching of a new product to American 
homemakers. Requests for sales promotion, 
advertising and merchandising material have 
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land Boost Turbine Hours 





] Over half the power generated 

| for industry in America comes 

| from turbines using Gargoyle 

| D.T.E. Oil Light. Socony- 

Vacuum’s experience with over 

9,000 turbines helps find oper- 
ating economies 


as LENGTH OF SERVICE and turbine 
hours per gallon of “make-up,” no tur- 
bine oils measure up to Gargoyle D.T.E. Oil 
Light. That is why more than half the coun- 
try’s turbines rated 5000 kw. and over use 
them exclusively. This wealth of turbine 
operating experience Socony-Vacuum 
places at the disposal of your men. 


SOCONY-VACUUM 


INCORPORATED 


0} GO OL OG 8 oo. 


Socony-Vacuum has “kept cases” on tur- 
bine operation. This experience is made 
available without cost to turbine men. 
Pamphlets prepared on this subject will be 
sent at your request. In addition, see the 
newmoviecalled “The InsideStory,” which 
reveals exactly what Correct Lubrication 
does. Just write to the nearest Socony- 
Vacuum office for these aids. 


“72 Years of Experience Calling”’ 


That is what the chief of a great utility 
wrote to one of his station superintendents. 
For when the Socony-Vacuum Represen- 
tative calls on you, he brings to your prob- 
lems the greatest experience in the oil busi- 
ness. Many operators find this experience 
helps them tochalk up records for efficiency 
and economy. Why not make sure to see if 
our man has something you can turn to 
your advantage? 


Gon, 


a 


| STANDARD OIL OF NEW YORK DIVISION - WHITE STAR DIVISION - LUBRITE DIVISION - MAGNOLIA PETROLEUM COMPANY 
| 
CHICAGO DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 


| MAKERS OF MOBILGAS, MOBILOIL, GARGOYLE INDUSTRIAL LUBRICANTS 
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38 INDUSTRIAL PROGRESS (Continued) 


been received from nearly 300 gas companies 
to be used in launching CP Gas Range cam- 
paigns. 

Already nineteen manufacturers have been 
licensed to produce and sell CP Ranges, and 
more than 150 specific range models which 
have passed the twenty-two rigid specification 
requirements are being offered for sale. They 
are being supported by manufacturers’ indi- 
vidualized promotional campaigns which tie 
in closely with the Association of Gas Ap- 
pliance and Equipment Manufacturers and 
the American Gas Association’s national ad- 
vertising campaign. 

The third annual meeting of the Association 
will take place in Atlantic City at the Hotel 
Claridge on Monday, October 10. The prin- 
cipal event at the gathering of the gas indus- 
try’s manufacturers will be the election of the 
new officers and members of its board of 
directors for the fiscal year 1938-39. In addi- 
tion to the main general session there will also 
be meetings of the Association’s various divi- 
sions. These in turn will hold elections of 
officers for their respective groups, 


New Outdoor-Type Indicating 
Secondary Fuse 


NEW outdoor-type, indicating secondary 

fuse has been announced by the General 
Electric Company for transformer secondary 
protection or banking, and isolating service- 
entrance faults. Corrosion resisting materials 
are used throughout and the fuse-link is to- 
tally enclosed in a compact, weather-tight 
housing of Textolite. A fiber inner tube 
forms the fuse chamber. 

The internal fuse assembly is held under 
constant tension by a compression spring 
which exerts an outward pressure on the re- 
taining collars. Thus positive operation and 
indication are assured, even at the lowest cur- 
rents capable of melting the pure-tin fusible 
element. The Textolite. enclosing tube, how- 
ever, is entirely free from spring pressure; 
and a strain wire shunted across the fusible 
element relieves it of mechanical stress. 


Chevrolet School Opens With 
Capacity Enrollment 


Pe APACITY enrollment of 30 students—three 
of them from foreign lands—is assured 
for the.third School of Modern Merchandis- 
ing and Management for Sons of Chevrolet 
Dealers, which opens September 12th, accord- 


ing to T. O. McLaughlin, director of the 
school. W, E; Holler, general sales manager, 
founded the school. 

Mr. McLaughlin has just returned from a 
tour of the United States during which he 
held 12 banquet meetings with graduates of 
the two previous courses, setting up the 
nucleus of a permanent alumni body. In the 
course of the trip, he interviewed many pros- 
pective students, from which 27 of the 30 
enrollees for the approaching session have 
been picked. 


The other three, representing foreign coun- 
tries, were selected through collaboration with 
General Motors Export Division. One of 
them comes from New Zealand, one from 
South Africa, and the third from Alberta, 
Canada. 

The enrollment for the school opening 
September 12th is the heaviest they have ever 
had, according to Mr. McLaughlin, and is the 
peak number that can be accommodated at one 
time, since the effectiveness of the course de- 
pends on giving the students a great deal of 
individual attention. As it is, the course has 
been lengthened from seven weeks to eight, 
and so broad is the field covered that strict 
adherence to schedule will be needed to finish 
on time. 

The sessions consist of lecture periods 
covering all phases of the operation of Chev- 
rolet dealerships interspersed with trips to 
such points of special interest as the General 
Motors Proving Ground, the Chevrolet and 
General Motors engineering laboratories, and 
various Chevrolet manufacturing and assem- 
bly plants in Detroit and other cities. The 
work is designed to provide the future Chev- 
rolet dealers not only with a knowledge of the 
merchandising of motor cars, but also an 
understanding of the problems involved in 
their design, engineering, and manufacture. 


Meter Fellowship Established 
by Pittsburgh Equitable Meter 


t)* E. R. Weidlein, Director of Mellon In- 
stitute, Pittsburgh, Pa., has announced 
the establishment of an Industrial Fellow- 
ship on meter technology by the Pittsburgh 
Equitable Meter Company. Among the first 
projects to be investigated are the adapta- 
tion of synthetic plastics as constructional ma- 
terial for liquid meters and the development 
of a satisfactory substitute for the present 
leather Se yer am in gas meters. 

Dr. R. L. Wakeman is to be the incumbent of 
this Feliowship. He was trained at Massachu- 
setts Institute of Technology, from which in- 
stitution he received the degree of Ph.D. in 
1930. After two years of post-doctorate study 
at Paris and Zurich he held a position in indus- 
try until he joined the research staff of the 
Institute in 1935. Dr. Wakeman, in addition 
to his broad training and experience in various 
fields of chemistry, is an authority on synthetic 
resins and plastics, 

In commenting on the Meter Fe!lowship, 
Colonel W. R. Rockwell, president of the 
Pittsburgh Equitable Meter Company said that 
it could be safely said that a very great part 
of the rapid progress in industry today has 
been the result of the close link between science 
and technology. Mr. Rockwell further stated 
that his company owes its existence to the 
pioneer work of its founders, including such 
men as George Westinghouse and Fred Hold- 
ship and that Mr. Horace Chrisman, who has 
been with them for over 50 years, worked di- 
rectly with Mr. George Westinghouse and at 
present has a number of new meter develop- 
ments ready for application. 


Mention the FortNiGHtLy—It identifies your inquiry 
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il of 
has 
ght, All Types 
rict 
nish PIPE LINE SUPPLIES 
iods Goodman Stoppers 
nev- Gardner-Goodman Stoppers 
s to Goodman-Peden Stoppers 
pe Goodman Cylindrical Stoppers 
sad Bags—Rubber, Canvas Covered 
em- Plugs, Service & Expansion 
The Pumps 
1ev- Masks 
the ) Brushes 
an & Tape—Soap & Binding 
Sys conductor Catalogue mailed on request. 
ed SAFETY GAS MAIN STOPPER CO. 
r UPPORTS FITTINGS 523 Atlantic Avenue 
ea: and Brooklyn, New York 
ced 
»w- fpmetimes erroneously thought of as 
rgh erely an incidental part of a substation 
ta- {etwork, conductor supports and fittings 
na- ‘ 
nm ge: — an ~~ — GOOD 
ent (ert of a system. A failure at any one 
of ppport or joint is sometimes as costly INSULATORS 
iu- [Pp the system as the breakdown of a ; 
a hachine. R&IE carefully designed and Vv 
iy froperly made conductor equipment is 
oe he choice of many Utilities where con- 
*: nuity of service is paramount. Tested Insulators are only as good as the 
re esigns, excellent quality materials, and experience and workmanship put in- 
"bre in manufacture, form the founda- to their production. 
ip, on for the production of R&IE conduc- Our product is produced by men 
he . 
oe supports end fittings. of the greatest experience to be 
as found in the industry. 
7 Victor made insulators are Goop 
‘ INSULATORS. 
cn 
di 


Catalog on request 







we | )6CRAILWAY& INDUSTRIAL 
~ Baa ee Victor Insulators, Inc. 

GREENSBURG, PA. Victor, N. Y. 
* Sales offices in principal cities’ 
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GRINNELL 
INTERPRETS 
PLANS INTO 


Each specification of this 18” Head 
has been carried to exacting accura 
—the result of the interpretative en 
neering that is an important featu 
of Prefabrication by Grinnell. The ot 
lets extruded by hydraulic machin 
permit each weld to be a pla 
circumferential butt weld. 

The ability to interpret into pipi 
the ideas and plans of engineers 
one of the Grinnell “extras” by whic 
your power and processing insté 
tions achieve strength and endurane 
Thorough pretesting, delivery ¢ 
schedule, ready qualification for i 
surance, plus many other requi 
ments, are answered automatical 
when engineers say, “Give the plat 
to Grinnell.” Send for interestin 
picture-story of Grinnell Prefabrici 
tion. Grinnell Company, Inc., Exec 
tive Offices, Providence, R. I., Bran¢ 
offices in principal cities of , 


the U. S. and Canada. 


PREFABRICATION BY ARIMRE. 


WHENEVER PIPING I INVOLVED 


T 
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Penns. 

VANIA'S 

rapid strides 

as a producer of top-ranking dis- 
tribution transformers is the 
result of many fundamental im- 
provements introduced in this Sigs 
class of transformers. In the design of the coils, = Se 

for instance, Pennsylvania is the only company 


using circular coils in all transformers, down to AT LOW TEMPERATURE. 


the smallest size. 





Similar other advanced developments are in- 
corporated throughout the _ construction of 
Pennsylvania Distribution Transformers, as 
described in Bulletin 350, which will be sent 
on request. 


(TRANSFORMER CO.- 


17Ole-ISEAND AVENUE, 0s. 


PITTSBURGH » PENNA 
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Marshalling the facts— 


Interpreting issues 


and trends— 


Here is a new book that will help the business man to 
arrive at sound viewpoints concerning the ever more im- 


portant questions of public utility regulation. The book 


supplies the necessary analysis of the nature and extent of 
regulation today—critically and impartially considers its 
economic significance. 


Just Published 


Public Utility Regulation 


By G. Lloyd Wilson, Professor of Transportation and Public 
Utilities, University of Pennsylvania 

James M. Herring, Assistant Professor of Geography and 
Public Utilities, University of Pennsylvania 

and Roland B. Eutsler, Professor of Economics and Insur- 
ance, University of Florida 





~ 


te 
> Ww NW 





Chapter Headings 


. Regulation before the Estab- 


lishment of State Commissions 
State Versus Local Regulation 


. Regulation by State Com- 


missions 


. Regulation of Accounting and 


Reporting 


. Rate Regulation 


The Valuation of Public Util- 
ities 
Fair Return 


. Depreciation 


Regulation of Service 
Regulation of Security Issues 
Regulation of Holding Com- 
panies 


. The Federal Government and 


the Public Utilities 


r Regulation of Motor Transpor- 


tation 


. Federal Regulation of Inter- 


state Commerce in Gas and 
Electricity 


. National Power Policy and the 


Federal Power Commission 


. Federal Power Projects 
- Rural Electrification 
8. Federal Regulation of Com- 


munications 


. Government Ownership 








571 pages, 6 x 9, $4.00 


This book does the job of research for the man who wan 
a full, detailed picture of the regulation situation. It is 
correlation and analysis of facts from laws, records, cou 
decisions, the literature, and other sources that have a bea 
ing on the case. It represents the complete, integrated sto 
—the history, the extent, the significance, the trend, of publ@® 
utility regulation in the "United States. 


You will appreciate the pertinently critical discussion of: 

—the emergence of regulation and its development through the state 
commissions pattern 

—the problems of state versus local regulation 

—the issues involved in regulation of accounting and reporting, rates 
and valuation for rate-making, rate of return, depreciation, service, 
security issues, etc. 

—the expanding role of the Federal Government in utility control, and 
its value in terms of the possibilities of sounder regulation 

—Governmental experiences in undertaking power projects and pro 
moting rural electrification 

—their significance as instances of national economic planning 

—the issues of governmental versus private ownership 


Order from 


PUBLIC UTILITIES REPORTS, INC. 
MUNSEY BLDG. WASHINGTON, D. Gf 
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Robertshaw greets the C. P Range 
and congratulates the Industry on its 
achievement in certified performance. 

The full significance of perfection 
is understood by Robertshaw who, in 
turn, has worked towards constantly 
greaterperfectioninoven-heat-control. 

The performance of Robertshaw 
Oven-Heat-Control is likewise certi- 
fied — by its history of wide accep- 
tance and national reputation. The 
perfection of Robertshaw Controls 
has made them worthy companions 


to the Industry's finest ranges. 








.Q0BERTSHAW THERMOSTAT COMPANY Youngwood, Pa. 
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THE ROPE THAT 


PASSES EVERY TEST 


AMCO 


MERIC AN 


ING CO. 
UFACTUR 
MAN RICAN 


“ALL WEATHER” MANILA ROPE 











Public Utilities “Fortnightly 





E ieie review magazine of current opinion 
and news relating to public utilities. 
Conducted as an open forum for the 
frank discussion of both sides of contro- 
versial questions — economic, legal and 
financial; also gives trends in the present- 
day control of these companies—govern- 
mental competition — state and Federal 
regulation. 


| Issued every other Thursday—26 num- 
bers a year—annual subscription $15.00. 


J The only magazine furnishing current 


and vital information on all subjects in- 
volving the financing, operation, and 
management of public utilities under gov- 
ernmental regulation and competition. 


q A magazine of unusual value and cur- 
rent stimulation to all persons holding 
positions with, or having a financial in- 
interest in, public utilities. 


Published by 


PUBLIC UTILITIES REPORTS, INC. - - 1038 Munsey Bldg., Washington, D. ©. 
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Electrical Dejartment 
CORCORAN-BROWN LAMP DIVISION 


THE ELECTRIC AUTO-LITE COMPANY 
4900 Spring Grove Avenue Cincinnati, Ohio 
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INDUSTRY SPECIF/¢. 


KINNEAR 
ROLLING DOORS 


Aud eres why... 


Kinnear Doors coil out of the way 
above the opening — safe from dam- 
age by trucks, wind and elements. 
And their upward action saves val- 
uable floor and wall space! 





Kinnear Doors are ruggedly built of 
all steel, assuring years of continuous 
service. They will not sag, warp, or 
split, and are burglar-proof, vermin- 
proof, weathertight and fire repellent. 


When motor operated, Kinnear Doors 
can be opened or closed quickly — 
at the mere touch of a button — from 
any number of conveniently located 
contro] stations. This saves time and 
labor. 


Every Kinnear Door is especially de- 
signed and constructed to exactly fit 
the opening for which it is intended, 
making installation easy and eco- 
nomical. 


Added to this, Kinnear door service is 
backed by an established, nation- 
wide organization that has special- 
ized in doors for 42 years! 


No wonder modern industry de- 
mands Kinnear Doors! 


White Seday -- for complete 


information on Kinnear Rolling Doors 


Ske KINNEAR 


Manufacturing Company 


2060-80 FIELDS AVE. 
COLUMBUS 
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SUPER~ DREDNAUT DEZP CURVE LENSES 


PROVIDE 


r 29, 1 







































THIS DEEP CURVE 


1. Compels the Glancing Blow 


2. Supports the Heavy Blow as 
does the arch in a bridge. 











3. Prevents the glass from being 
driven into the eyes if lens should 
break by a terrific blow. 








ONLY SUPER-DREDNAUT GOGGLES EMBODY 
All 3 of the Following Features 


Self-Adjusting nose bridge, which automati- 
cally adjusts itself comfortably to any width 
or size of nose. 


Non-Rubber headband, which contains no 
rubber, yet when properly adjusted it will 
maintain the desired tension and stay adjust- 
ed indefinitely. 
It cannot be in- 
jured by over- 
extension and is not affected by moisture, perspiration, 
oil or grease. 


Super-Drednaut lenses, DEEP CURVED for ADDED 
STRENGTH have proven through tests, long wear and 
hard usage that they provide a greater strength, greater 
resistance to hard blows than any other form of lenses, 
which means MAXIMUM eye protection and fewer 
eye injuries. 





Send for a pair of Super-Drednaut Goggles TODAY and 
put them to the test. 


THE SAFETY sciel mirrir e SERVICE COMPANY 


3uell W. Nutt, President s3 1230 St. Clair Avenue, Cleveland, Ohio 


Manufacturers of a ear Line of Accident-Prevention Equipment 
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“THIS LINE’S got just what the doctor 

ordered: long spans, A. C. S. R. conduc- 

tors sagged to a gnat’s eyebrow, and 

armor rods. I hate to say it, Mister, but we'll be a long 
time gone and she'll still be on the job.” That’s a line- 
man’s opinion of a well-planned line, well built. 

Aluminum Cable Steel Reinforced supplies the enduring 
strength which permits building long spans with safety. 
It keeps that line in service year after year, storm after 
storm. High conductivity allows for future growth of load. 
A. C. S. R. standards of construction assure freedom from 
interruptions, a minimum of maintenance. 

Are you planning a new line, a rural extension or a 
transmission line? Our engineers will gladly give you 
any help you may need in selecting suitable conductors 
and in making preliminary designs. ALUMINUM COMPANY OF 
AMERICA, 2149 Gulf Building, Pittsburgh, Pennsylvania, 





ALCOA 


FOR RURAL LINE 
FOR POWER TRANSMISSION 


re fit\ ‘to be tied, Mister” 
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GMC is first again—first this time with a new 
specially designed 5-man cab for utility line 
trucks. Here, at last, is full comfort and protection 
for linemen, assuring the saving of time, the 
preservation of costly man-hours of labor and 
ideal transportation conditions for regular or 
emergency runs. Available on the highly popu- 
lar GMC cab-over-engine models, the 5-man 
cab conserves space and permits of greater tool 
and equipment load capacity behind the cab. 
GMC C.0O.E. chassis are furnished in 1%-ton 
capacity and up—at prices crowding the lowest! 








Our own Y. M.A C. Time Payment Plan assures you of lowest available rates 


GENERAL MOTORS TRUCKS € TRAILERS 


GENERAL MOTORS TRUCK & COACH © DIVISION OF YELLOW TRUCK & COACH << 


MANUFACTURING COMPANY © PONTIAC, MICHIGAN 
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HAT kind of future do these 
youngsters face? It is for us to de- 
termine. 


They were born in a country made great 
by the number and quality of its jobs. 

heir chance to make a good living 
will turn upon the freedom to create 
new enterprises, to give scope to new 
ideas, to offer employment, to put more 
comforts and conveniences in the hands 
of more and more people. 


What will be the source of their jobs? 


Their jobs get down to the men behind 
the jobs—to the enterprisers, proprie- 
tors, managers, to those who dig up the 
money to back a business and are re- 
sponsible for its solvency. 


Courage is their stock in trade. 


They have an idea for improving an old 
way or doing something in a new way. 
They see a market for it. 


In order to put a man on the job of 
—s things for that market they 
must first provide plants and tools 
before “demand” begins to operate. 


But buying materials, setting up ma- 
chines, taking on personnel is not 
enough. Somebody has to find cus- 
tomers. Purchasing agents, stores, have 
to be convinced before they will stock 
the merchandise. 


Who is the real friend of Labor? 


The public must be told over and over 
again, of the worth of the things the 
worker makes. No holidays in that 
salesmanship. Let it lag and stock backs 
up in the warehouses and grows old on 
the shelves, factory schedules shrink, 
wheels stop, layoffs are an unpleasant 
necessity. 


Back of every job is a managerial skill 
that replaces the worn-out tools, per- 
suades new money to come in, that sees 
to it that the cash is always there for the 
regular payment of wages and salaries. 


Whatever balks or hinders the manager in 
this time-tested process comes home to the 
worker. What hurts the manager in his effort 
to bring workers and tools and customers 
together—by demagog and racketeer—hurts 
those who hope to give their youngsters a 
better start than they had... And what helps 
management helps you! 


If you are interested in a special pamphlet on 
this subject, write NATION’S BUSINESS 
No obligation. 





This advertisement is published by 


NATION'S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of government and business. The facts 
published here are indicative of its spirit and contents. 
Write for sample copy to NATION’S BUSINESS, 
WASHINGTON, D. C. 
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.H. Wolford of H. Wolford & Company, Philadel- 
a, has been repairing boilers for over forty years. 
ad what he says about J & L Boiler Tubes — 

For many years, we have used one make of Boiler 
Tube and thought they were best, but just a few 
weeks ago, we placed through a Philadelphia jobber 
an order for 192 of your 3” x 18’ Seamless Steel 
Tubes and want to say that these tubes are the best 
for staying put and turning over that we have han- 
dled in forty years. From now on we will handle 
nothing but J & L Tubes.” 

u, too, will find that J&L Seamless Steel Boiler 
bes roll in faster and stay put... that J&L Boiler 
bes save you money on installation costs ... and 
t their longer life and increased efficiency keep 
ilers at work earning profits instead of losing them. 
here can be no failure at or near a weld with J & L 
amless Steel Boiler Tubes . . . because there are no 
lds. They are rolled from solid billets of selected 
el. When you need boiler 

besin ahurry, these easy work- 

g J&L Tubes are no farther 

ay than your telephone. Call 
ur J & L distributor. He hasa 


Dewey 3571 
2219 $.24th. St 





{a} Jones & Laughlin 
Seamless Tubes with 


» their high ductility 


form a smooth, tight 
joint and “stay put”’ 
permanently...when 
they are expanded, 


© flared and beaded in. 


See diagrams below. 


RIGHT 


Ny 


ee “ 


Why High Ductility is 
Vitally Important 





{6} Tubes not suffi- 
ciently ductile resist 
forming and tend to 
= away from the 

oiler plate. Such 
tubes require longer 
time for working and 
leaveimperfect joints. 
See diagrams below. 
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: “ >» J &Lmanufactures acompleteline of seamless 

mplete stock of sizes 1 0.D. » and welded steel tubular products. This in- 

6" 0.D. inclusive, which com- cludes seamless pressure tubes, condenser 
» and heat exchanger tubes. 


y with all recognized boiler / neeege 
ecifications. ; Flange steel plates and firebox steel. 


J&L—ALWAYS MAKING FINER CARBON STEEL 
PRODUCTS FOR NEW AND BETTER USES 


ONES & LAUGHLIN STEEL CORPORATION 


AMERiCan IRON ano Steer. Woans 
PITTSBURGH, PENNSYLVANIA 


KERS OF HIGH QuALity 1RON AND STEEL PRODUCTS SINCE 1850 
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DAVEY TREE TRIMMING SERVICE 


Efficient Tree Trimming 


Low Unit Costs 
Widely Available 


Expert Workmanship 


Thorough Reliability A COM plete 


Always use dependable Davey Service Mi k T 4 F rH F F ‘ N 
DAVEY TREE EXPERT CO. KENT, OHIO § - R "| F . / 
DAVEY TREE SERVICE 

Both time and use tend to make 


most electrical measuring instru- 
ments inaccurate. 


As an aid to central stations in 
keeping meters accurate, Electrical 
Testing Laboratories offers a com- 
plete meter checking service... 
from the checking of standard and 
portable instruments at the Lab- 
oratories, to the furnishing of a 
skilled man to check and adjust 
meters that are permanently in- 
stalled. 


OTHER E. T. L. SERVICES. 
We have the equipment to test al- 
most everything that the modern 
utility buys, sells, services or uses. 
Such tests, our clients say, save 
them money in the long run. Book- 
lets describing these services will be 
sent on request. 


ELECTRICAL 
TESTING 
LABORATORIES 
eos East End Avenue and 79th Stree! 
oan ws New York, N. Y. 
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“What Kinds of Plants Use 
TODAY’S TAYLOR STOKERS?” 











Auto Accessories 
Automotive 
Breweries 
Central Stations 
Chemicals 

Drugs 

Glass 
Government 


Institutions 


Bi Leather 


ns in Linoleum 


trical J ; : 
come AYLOR STOKERS are responsible for low Metal Working 
. , , gost steam generation in plants representative of | 
and § wide cross section of industries, institutions, and Milk Products 
Lab- fhunicipalities! e There is one reason for this. tet 
just )perators can DEPEND on Taylor Stokers! e Mining 

s 
“in. Ehrough constant research and constant develop- Municipalities 

ment, A-E-CO engineers are continually anticipat- 

“Eg, ps industry’s needs for economy and dependa- Paper 


t al- pility. e Today’s Taylor Stoker deserves careful 

dern Investigation! Call in one of A-E-CO’s repre- Railroads 

uses. Bentatives. Get the FACTS! Schools-Colleges 
save ; 

ee Textile 





ll be 
The BECO | sé2%.2 cr: ty te Brobacco 
Taylor Stoker Lo-Hed Hoists, Marine Deck Auxiliaries. 


AMERICAN ENGINEERING COMPANY 


ILADELPHIA, PA. @ IN CANADA: AFFILIATED ENGINEERING CORPORATIONS, LTD., MONTREAL, P. @ 
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United States Supreme Court 


ic adie abet United States Circuit Courts 


eae of Appeals 
ere United States District Courts 
FIFTY YEARS State Courts 
Federal Regulatory 
AN EXHAUSTIVE Commissions 


State Regulatory Commissions 
Insular and Territorial Regu- 
latory Commissions 


SURVEY OF 
THE LAW 





P. U. R. DIGEST 


CUMULATIVE 


















WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington, D. C. 





A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 


A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


SIMPLE 
ALPHABETICAL 
CLASSIFICATION 
OF SUBJECTS 


A GREAT REVIEW 


A GREAT SERVICE 





Septer 
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For Control Bus Service 


ONTROL Bus Service is but one of the 

many stationary services in which the 
Exide-Chloride Battery has won not only the 
confidence, but the endorsement, of operating 
and consulting engineers all over the world. 








The exceptional life of this battery, its gratify- 
ing performance, and its relative freedom from 
maintenance, are due to the Manchester positive 
and Box negative plates, which are described in 
our Bulletin 204. Write for a copy; it will help 
you understand why the Exide-Chloride is the 
choice of so many utility and large industrial 


f plants. 
EX 10e THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturer of Storage Batteries 


D for Every Purpose 
— hap a PHILADELPHIA 


Exide Batteries of Canada, Limited, Toronto 





























SANGAMO TYPE L-2 METERS SINGLE DISK 


TWO-ELEMENT METERS 


The Type L-2 two-element meters com- 
prise two complete electro-magnetic 
elements driving a single disk. They are 
designed for modern "A" and "S" 
mountings, thus combining conven- 
ience in installation with a minimum of 
| space requirements. Electrical char- 
acteristics meet all the requirements TYPE L-2-S 


for modern meter accuracy and per- a 





formance. 


Modern Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 
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Three-Point Sale 


ELECTRIC RANGES 


EFFICIENCY 
ECONOMY 
MODERNITY 


Modern design—White porcelain enameled finish—Speedy surface units—‘EQUALIZED 
HEAT” ovens with automatic control—Built-in Handy Cooker—Large storage compartments 
—Roomy warming drawer— Thoroughly insulated ovens. 


A. J. LINDEMANN & HOVERSON CO. 


MILWAUKEE, WISCONSIN 


7 








PORTABLE ELEGERIC oT O OLS 
TOWSON, MARYLAND 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








20, jo4@heptember 29, 1938 Public Utilities Fortnightly 


57 








Rate Changes! 





THE ONE-STEP METHOD 






OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














Continued rate changes—checking load-building activities— 
need for current customer usage data—all are reasons why 
many companies are using R & S ONE-STEP SERVICE for 
analyzing information required in productive rate making. 
Monthly or annual bill frequency tables now produced in a 
few days instead of weeks and months. 


Estimates promptly submitted. Such marked savings that analyses now can 
be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Boston Chicago Detroit Montreal Toronto 
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* Penstocks 
* Butterfly Valves 





Hydraulic Turbine Division 
NEWPORT NEWS, VA. 


HYDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 





* Power Operated Rack Rakes 
*& Gates and Gate Hoists 
* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 











Specify CONNELLY 5% “rseucation 








+, 


SERVICE 


DISTRICT 

Style GV Regulator 
Type LC Regulator " s 
Positive functioning 
and minimum servic- 
ing. Settings over wide 





Only two moving parts to this simple, rugged 
design, insuring economy in maintenance and 
pan sage in service. Single unit double-guided 
range by najectable YP aa seating. Weight and spring 
linkages connecting 


stem. “ma velve 1 ASK FOR BULLETINS 














APPLIANCE 


Type DCS Regulator 


Spring loaded type as 
illustrated. Also made 
in weight loaded type. 
Compact, durable and 
easily accessible for 
parts renewal. Made in 
all standard sizes. 

















CHICAGO, ILL. New England Representative: T. H. Piser, Wellesley Hills, Mass. 


CONNELLY covernor company 


ELIZABETH, N. J. 
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YOU'RE THE JUDGE 


You can sentence Darling products 
to hard labor for life 


There's no appeal from your decision on supplies and 
equipment for your water-works system. Naturally, you 





The large barrel of the 


Derling Fire Hydrant as- want to decide in favor of efficient, trouble-free opera- 
sures an abundance of water ° . ° 

a Go We, ke ee tion. And when you choose Darling Valves and Fire 
other important advantages. Hydrants, you can be sure of a fair verdict . . . and of 


a long life-time of good performance. Darling Products 
have what it takes to stand up—even where the work 
is hardest. en ee 


In all parts of the country, Darling users are Darling 
boosters. Trouble-free performance and reduced main- 
tenance cost go hand in hand with every Darling in- 
stallation. 


It will be worth your while to talk your problems over 
with the nearest Darling representative. Chances are he'll 
be able to suggest an answer that will save you plenty 
of money and worry. 


DARLING VALVE & MANUFACTURING CO. 
WILLIAMSPORT, PA. 


Darling Valves are the 


choice of those who insist Representatives in: 
New York Philadelphia Pittsburgh Evanston, Ill. 
Houston Oklahoma City Toledo 


on dependable performance 


Among the many advantages 
of the Darling Fire Hydrant is 


the accessibility of all working 

parts through the top of the 

hydrant which assures minimum 

maintenance cost. ; 
Darling Valves are the choice 

of those who insist on PER- 

FORMANCE. 


For sewage disposal and filtra- 


J te Soe te ern GATE VALVES AND FIRE HYDRANTS 
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Fhe most RUGG 


Threaded shank provides 
continuous, tortuous bar- 
rier, assuring positive 
seal. 





Lubricant screw  exerk 
hydraulic force. 


Quarter-turn of wrench 
square opens or close; 
valve. 





Check valve fitting per- 
mits compressing or 
adding plastic under 


pressure. Indicator shows  exac 


position of plug. 


Four vertical lubricant Nor 
channels lubricate and "iz 


| plug. 
seal plug Plastic seal around 


threaded shank, an 
added seal. 


Full-floating plug, inde- 
pendent of shank. Floating equalizer yoke 
permits independent ver- 
tical movement. 
Annular lubricant groove 
distributes lubricant and 
gives circumferential 
seal, 





Lubricant chamber pro- 
vides direct application 
of pressure against plug. 


Single thrust ball-bear- 
ing, self-aligning. 


Forged steel spring 
cover maintains con- 
stant tension on plug. 


NORDSTROM HYPRESEAL VALVE 


The lubricated plug is held in its seat by a separate mechanism inde- 
pendent from any other part of the valve. The thrust load is carried 
on a self-aligning, heavy-duty steel ball-bearing sealed within the 
valve. The top of the valve is triply sealed. Working pressures up to 
5,000 Ibs. Temperatures, —150° to +600° F. Bulletin on request. 


MERCO NORDSTROM VALVE CO. A Subsidiary of Pittsburgh Equitable Meter Co. 


Main Office: Pittsburgh, Pa. Branch Offices: New York City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas 
City, Des Moines, Tulsa, Houston, Los Angeles, Oakland. Canadian Licensees: Peacock Brothers, Ltd., Montreal European 
Licensees: Audiey Engineering Co., Ltd., Newport, Shropshire, England. 


Impervious metal dia- 
phragm prevents leak- 
age. 
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A set-up for meeting 
special requirements in strand 


HEN special characteristics are required in strand, the place to 

begin is at the open-hearth furnace. The complete integration 
of all manufacturing operations under Bethlehem’s system of control, 
beginning with steel making and following through all subsequent 
phases, is an important factor in making strand to meet special 
conditions. 
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@ A positive rear end air seal eliminating rear 
arches, and water backs, and permitting a less 
costly furnace construction ... 50% less carbon 
loss in the ash . . . an even depth of fuel bed 
maintained automatically, side to side and 
front to rear, providing uniform passage for 
the air, eliminating stratification of the gases 
and permitting rapid pickup. . . these are just 
a few of the many exclusive features Stowe 
Stokers, and only Stowe Stokers, can give you. 

Of great importance to management and 
purchasing personnel is the unlimited fuel 
selection. Stowe Stokers of similar construction 
are burning the entire range of fuels from 5% 
Pocahontas slack to the high ash low fusing 
coals found west of the Mississippi River. They 


permit operators to burn the coal that repre- 

sents lowest cost per B.t.u. laid down on their 

storage piles, and to change from one coal to 

another as strikes, fires, fluctuating mine prices 

and changing rail, water or truck rates, makes 

this coal or that the most advantageous to burn. 
Characterized by impartial observers as the 

greatest forward step in mechanical firing in the 

last ten years, Stowe Stokers are the obvious 

first choice for new boiler 

and modernization projects. 

Write for a full description 

and the illustrated catalog. 

It will pay you to investigate 

Stowe Stokers’ possibilities 

for your plant! 


THE JOHNSTON and JENNINGS CO., 977 Addison Rd., Cleveland, Ohio 
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NTERNATIONALS Offer the 
Best Solution to Hauling Problems 










The Milwaukee Gas Light Co., Milwaukee, Wis., finds the International Cab-Over-Engine Truck a practical 
unit on jobs like this. 

















he quality built into International Today Harvester experience and high- 
tucks shows up to the user’s advantage grade workmanship are available in 30 
hen these units go on the job. The in- models and 99 wheelbases—ranging in 
. fiestment you make in Internationals ‘i2¢ from Half-Ton Trucks to powerful 
Six-Wheelers. There is an Interna- 
ind maintenmnes, dependability, and tional Branch or Dealer near you, ready 

: : : to show you the right truck for your 
ong life. Time alone has not built the needs. Turn your work over to Inter- 
eputation and preference for Interna- nationals—select your trucks from this 
ionals—performance per dollar has been broad line and solve your hauling prob- 
he answer. lems the most satisfactory way. 


hays dividends in economy of operation 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


9 180 North Michigan Avenue, Chicago, Illinois 


f INTERNATIONAL TRUCKS 


¥ 
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PROFESSIONAL DIRECTORY 


© This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 














THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS ¢ VALUATIONS ¢ REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO + MILWAUKEE + NEW YORK + WASHINGTON ~- And Other Principal Cities 








ossox HOT), Bacon « David, anc. xax case 


CONSTRUCTION Enai APPRAISALS 
OPERATING COSTS ngmeers INTANGIBLES 
VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEW YORK DALLAS WASHINGTON 








SANDERSON & PORTER 


ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








BLACK & VEATCH JACKSON & MORELAND 


CONSULTING ENGINEERS ENGINEERS 
Appraisals, investigations and re- — BL a ca 
ports, design and supervision of con- DESIGN AND SUPERVISION-—VALUATIONS 
struction of Public Utility Properties ECONOMIC AND OPERATING REPORTS 
4706 BROADWAY KANSAS CITY, MO. sinidiataa NEW YORK 











EARL L. CARTER JENSEN, BOWEN & FARRELL 


Consulting Engineer 














Engineers 
REGISTERED IN INDIANA AND NEW YORK Ann Arbor, Michigan 
PUBLIC UTILITY Appraisals - Investigations - Reports 
VALUATIONS AND REPORTS rate leunivin, gore Manag fixed capital 
814 Electric Building Indianapolis, Ind. reclassification, original cost, security issues. 
EDWARD J. CHENEY SPOONER & MERRILL, INC. 
ENGINEER Consulting Engineers 
Public Utility Problems Design—Supervision of Construction 


—Reports—Examinations—Valuations 
61 BROADWAY NEW YORK 20 North Wacker Drive Chicago, Il. 
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MAKE INSULATION 
MEET THE TEST OF A 
GOOD INVESTMENT 


OOD investments can’t be judged 

by price alone. More important is 

the security provided by full and con- 
tinued dividends. 

Primarily an investment, insulation 
must be bought on the same basis... 
must prove its worth in terms of maxi- 
mum cash returns on fuel savings. 

Throughout the country, hundreds 
of power plants have assured them- 
selves of these insulation dividends. 
Johns-Manville Engineers, using J-M 
Insulations, have played an important 


™ Johns-Manville 


An insulating material for every temperature... 


part in increasing plant efficiency and 
in reducing operating costs. 

Backed by J-M’s 75 years of re- 
search and field experience on insula- 
tion problems, these engineers can 
help you select the insulation best 
suited to each individual requirement 
in your plant. They work with insula- 
tions of maximum efficiency and uni- 
formity and are able to recommend the 
right amount and proper application. 
For details, address Johns-Manville, 

22 E. goth St., N. Y. C. 


INDUSTRIAL 
INSULATIONS 


for every service condition 
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One Man Does the Work 
of Several with this 


Compound RIZED Wrench 


Compound leverage does that money-saving trick 
OY for you. Because it has 14 times the leverage of 
a regular pipe wrench of equal jaw capacity (up 
) to 8” pipe), one man can tighten or loosen pipe or 
jj fittings simply by slapping it on and pumping the 
handle. 


No more wasteful effort of several men on a 
wrench with a pipe-extended handle just because the joint 
is hard to start. This RIEQ{ID Compound Leverage tool 
makes it a cinch for one man, as thousands of canny buyers 
in all kinds of industries have discovered. 


A clever compact wrench, easy to use. Fasten the trunnion 
on pipe or fitting—whichever is not to move. The wrench 
then slips on, and the screwing or unscrewing is easy. 


Ask your Supply House. Buy one for your men to try— 
they’ll call for more—and you save money for your Com- 
pany by furnishing them, which may be worth your while. 


The Ridge Tool Co., Elyria, Ohio 


IZS(5— the pipe wrench that saves you all wrench housing 
e repair expense 


Millions of users have found that their troubles and expense with 
broken or distorted housings are stopped clean by the all-alloy RIAAID, Save 
your Company money—order PUBAIDs at your Supply House. 


rele [LW PIPE TOOLS 
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HE ground-fault neutralizer, standing— 

conveniently — right at the substation, 
stretches out its long, protecting arm to wipe 
away. the trouble whenever.a ground fault 
occurs anywhere on the circuit. And its action 
is so swift that the breakers don’t have time 
to open and tell customers that there has 
been trouble ‘on the line. 


This method of guarding against outages on 
high-voltage lines has a long, interesting 
history, beginning in Europe some years ago. 
G-E engineers installed the first. unit (Peter- 
sen coil) in America about 1922 and watched 
its performance very carefully for several 
yeats. More G-E units were installed, and 
their performance met every expectation. In 
1934 the application was broadened to include 
circuits of medium voltage, 


GENERAL 


“That’s my fau! 
says the neuirali 


Here was another opportunity to serve thé 
industry. The equipment was right. We 
knew how to apply it. For example, one 9} 
kv ground-fault neutralizer cleared 288 out 
of 316 faults without tripping a breaker 
There are now 24 installations — all giving 


excellent service. 


Two important results are traceable to thig 
increased use of thé ground-fault neutralizer, 
First, power companies and*their customerg 
are now profiting by more reliable service @ 
many. hundreds of miles of well-protected 
lines. Second, this» growing recognition by 
power companies has’ given .our engincéf 
new encouragement in their work of devising 
ways to reduce. investment and impro 


service—benefits in which we both share. 


ELECTRIC 


96-508B 











